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ABSTRACT 



blised on" ten 
education it: 



This comparative sl;ud-y of primary school finance is ' 
studies of the arrangements, for financing primary 
Austra:feia, Canada, the Federal Republic of Germany., 
Italy, the Netherlands, Norway^ Sweden, the United Kingdbm, the / 
United States, and yugoslavia. C^vapter 1 describes the variety of 
approaches that individual countries^ use to finance tke^r primary 
schools and the major trends in school, finance folicy in each 
country i Chapter 2 of *the study compares and contrasts the diverse • 
arrangements that cotintries have developed to accomplish particular 
educatio-nal policy objectives, Finall y, . djiapter 3 summAri'zes the 
report and indicates some of its limltjjtions as »well as its 
contributicns to compa^rative study, .One bf the findings that emerge 
is that some of the federal countries egualiz© at as higih, or at even 
higher levels, than some of the unitrary Atat^s, Also, the presence 
of a federal' form of government structure does uot apjeii to oe 
controlling with respect, to either the intensity, or the success, of 
equalization efforts, (Author) . 
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. AN OVERVIKW BY tHE SECRETARIAT 



This dcKument summarises the results of an initial two-year phase of CERI's 
programme in the field of educational finance. , Our approach has been to treat 
finance in policy terms, particularly as it. relates to public policy objectives. This 
report, therefore, js less concerned with maMng comparisons over tiiinc or among 
countries regarding how much money is av^ail&ble fof particular aspects of 
educatjdn than with examining finance mechanisms as, a policy instrument. 
Instruments availabJe for influencing educational poHcy are rccognisably limited 
* in number, and financing may be .among the few available for promoting more, 
equitable^ disttibution of educj^tiott services and for devolving nAnagemcnt 
re;fi;ponsibilHy»^ Financing mechanisms for ed^ication, if they are to reach their 
potcntiaJ[as a means to serve policy ends, need toic^ better understood. Their 
advantages and disadvantages as policy instrumenti^^ould be explored and th^ir 
limitations should be defined. This was the basic thrust of CERrs educational 
finance programme. 

'At fhe inaugural meeting of Experts assembled for this project in October 
1975, it was recognised that at the basic. infoi;mational Jevel there had been little 
systematig, study comparing different coiintnes' edUcatioi^al financing practices. 
There had been virtually no attempts to, assess cross-naftionally the conditiAis 
under, which certain forms hf edticatteQ|J financing ari^, (he* polic# objettives^ 
they are intended to foster, and the extent to which they succeed. Unitisd States 
authorities took' the lead in tackling this knowledge gag by prbviding a substantial 
grant from the Educational Finance Prpgranyne of the National Institute of 
Education. This support from the N.l.E. has extended to the current phi^se of 
the CERI activity, a cross-national ^tudy of thp financiifig, organisation and 
governance of educational services for groups in special need.. i 

, The first phase study was limited to (parts .oO the educational systems in 
ten Member countries!' Aqslfalia, Canada (the Province of Ontario)^ Federal 
Republic of Germany, Italy, Netherlands. Norway, Sweden, UniteaTCihgdom, 
United States (California and Florida) and Yugoslavia. These Jurisaictions 
provided a rich assortihent of financing arrangemeiMs arid variou*s historical, legal 
and administrative conti^xts. It was further limited, as far as Wji6 practicable, to 
the financing ot compulsory or basic educational services, termed here the "primary 
level'*. /To embrac^ all/ levels of the educattonal systems was. considered too 
compld^and hence too confusing an undertaking for a ground-breaking type of 
enquiry* 

The Country Studies 

The source material for this paper was the set of national studies prepared 
by experts in each partlciparing country. These are published in three companioit 
volumes to this General Report - Volume I; Australia, Canada, Germany; 



Volume II: United Kingc^oni, United States, Yugaslavia; Volume III: Netherlands, 
Norway, Sweden, Italy, ' 

These country studies aimed to fulfil aUuimber of purposes. First was to 
provide a description of the history of prihiary level educational financl arrange- 
ments and thus to frame the context within which present educational fnianclng 
instruments operate. Second was to present current policy objectives in education 
und io describe the linkage, where appropriate, between these objectives and the 
financial instruments which are designed i^y promote them. And finally, it Wiis- 
hoped lo provide some insights into the dTcctiveness of these instruments. To 
provide a common data base for the cross-country analysis the authors agreed 
to write to a cc^nnon outline. . \ 

Finamirti^ Arnin^ernenix ami Policy\C}(Hilx 

. ' Although the terms of reference for these luitional studies did not absolutely 
limit the choice of financial instruments and policy goals to be considered, the 
data that ultimately emerged tended to converge yn a few b6sic concepts, , The 
term **instrument*' was taken to appl> it,) a financing arrangement whether oi" not 
it had been devised with a deliberate policy intent,. s.o any specific structure or 
process for the flow of funds for education could be studied. Those outlay 
measures ultimately treated include such topical ones as inter-governmental trans- 
fers, categorical and inceptive payments. Revenue generation measures cover 
various forms of irscr charges and tax biases. 

The major policy goals that emerged from the studies were the following 

four: ' . 

/) Reducing the disparities across areas and localities to resources tor 

schooling—termed furre the goal of equality, or equalisation. 

//) Improving the extent to which sub-groups witb special needs have 
access to supplementary resources— termed herc^ the goal of equity. 

Hi) Encouraging moves to shift the locus of control over schooling decisions. 
Often this has meant strengthening claims by localities tluU their pre- 
rngatives be guarded and/or enhaneed^the gc>al of local autonomy. 
In other countries the policy emphasis has been on strengthening the 
hand of other than local authorities to steer school policies. 

iv) Preserving and/or increasing the extcpt to which parents ffcl that they 
have real, practicable opportunities tp choose among different styles of 
schooling for their children — the goal of diversity and choice. 

Some Lessons Learned ^ ^ ^ y 

Two kinds of lessons ean^be extracted from the wnduct of this enquiry and 
from the substance of its antijysis. The first relates to common conceptions and 
misconceptions that influence financing policies to support and influence educational 
"Services. Ilie second has to do with the approached, methodologies and proce- 
dures for conducting such enquiries as this one, 

' s^uhstance \ ^ | 

^XiJrtain of t^tc findings in the gcticra! report have particular implications for 
future work, notably the following: ^ ^ 

i) To further the equiality of education services, however defined, does 
» ^ not necessarily ft?qulT6 radical re-casting^ of a country's educational 
financing system; such improvement can be instituted through modi^ca- 
tions to the emphases in and intensity of existing systems. 
//) The two avenues to eoualisc through financing— by mcarts of inputs 
•A)r,out!ays-^rc interdependent; any mandate for aTequired level of 
service must be backed up by a fiscal policy iftvolving both elements. 
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' at) EqualityjCan be approached in hoih federal and unitary governnients; 
iHid neither, has a clear advantMC as ^the best infrastructure for 
educational Hnancing. 7 * 

iv) Vispfat as the concept of equality comes to embrace the equity notion 
of differential cdlicational provision tor certain jgroups, modes ot 

— fmancing'^such schemes , can only be assq$sed in terms of conc6mitant 
organisational and governance machinery.* • 

v) ' LcKuP^utonomy in education lij^n be enhanced by giving more attention 
I to the«mode of financial transfers ''from central to regional and local 

jurisdictions; the less categoricah these transfers, the greater the oppor- 
\tunity for effective autonomy. This seems a more-feasil?lt> approach' 
to promot^nj^ relatively greater autonomy than insisting on some non- 
centrjilly generated revenue§. . ^ . 

vi) Lociil funding or Ipcal control of finance is not in itself a sufficient 
jfj/f means for ensuring* diversUy^n^ and choice among, educational st^es 

and offerings. , " ■ ^ I " ' 

vii) Financing arrangements, that -affect the nature of the teacher Nvork- 
force appear to be pivotaf in gaining ^licy leverage. 

Methodology and Procedures , * 

This projc^ also provided us' with an ll^^portunitf to test various approacW 
to conducting complex, mter-country enquiries in the futur^, 
. \. The research design Jfor the present study can be* assessed in the light of . 
tw) main purposes. The firis^t. was primarily dcscripti>jiit: the study w^w to^rovide 
certain basic information about diflerent countries' methods of financing primary 
education, "The. seconti was analytical. A comparative study which drew otv 
the information provided in the ten case studies was to be used to examine the 
diverse country approaches to common policy issues and to test certain proposi- 
tions of the ''conventional wisdom" that surroundk financing, l 

The major strength of the country case study design was the common 
franieworfe it offered for structuring the iiifbrmati<>n about each country's primary 
levQl financing arrartcemenls/ On thi& basis the' genera! report compares W4 
contrasts conttxts ana arrangements and develops various typologies and classifi- 
cation schemes,^ Thus, the.dtsign of the case studies waJt t-elatively effective in 
developing the descriptive aspect of the project.* [ ^ 

The comparative analysis phase of the work presented moi'c difficulties. 
First, there was the perennial problem of having the individual country study 
authors cxefcise sufficient discipline that their reports ^vould conform to the 
general Structure established by the design, withotit losiffg the unique qualities 
^hich characterise each'xountry's situation. It is instructive her« to make, a few 
observations about tlie development of the design itself as a tool of analysis. 
Th^ may conveniently be done, under the he&dings: scope of the enquiry; defini- 
tions and standards for comparative policy assessment; time .perspective;^ and 
, process^of enquiry design.^ 

r Scope of (he Enquiry . . ^ 

-r The projeQi illustrates how a narcoy/in^ of the scope of th^ejign may 
serv^ to. focus analytical Work while, paradoXic^illy, a widening of it may have 
essentiaUy the same effect. Thiis, the. project design was intended to allow for 
the fact tlhat various policy issues^ and .financial arrangements would have more 
rolevancp in some country settings than id others. The door was Iqft open, 
therefore; to over-inclusivcness and to« possible distortions in interpretation due 
. to a jilnd of equal treatment of policy and finance issues whatever, their level of 
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importance in particular countries. This, then, would point to possible refinements 
in which the design called more explicitly for discussion of issues in the context 
of tl^cir^priority within 'each country. On the basis 9f the development of such 
data th? study could be aJjuste'd to include:* 

0 only those countries in which the issues chosen for study were of 
h^gh priority; 

//) a recognition of possible "distortions** in the ^mparative analysis 
which difTcrcnt country priorities might introduce||br 
^ iii) an analysis ok the sources and nature of the priority differences them- 
selves, , - 
/ Thcfse tactics imply a narrowui^uand sharpening of the design as thie project 
proceeds.^ 

the other hahd the enquiry could have been' **broadcned" to include 
policy issues as anO^icr focus of description. How this tactic would haye 
facilitated analysis- can be demonstrated by considering, for example, the issOe 
of equalisation^.^uring the comparative phase, one of the questions that arose 
was: to what extent do countries use strictly financial instruments as opposed 
to regulation — or some combination of the two—to achieve the objective of 
equalisation? This qucstioi> was very, difficult to answer. Some country studies 
that focused more^ directly on finance^'ln^truments rather than the policy issue 
paid relatively little attention to regulatory actions that mandated changes in 
organisation, governance, and programme. Ultimately the study developed a 
typology which seems to grasp the ess^ence of different approaches to the same 
policy issue. This development would have been facilitated if the case studies 
had had a common structure focussir)g directly on a given policy issue, and on 
the range of financial and regulatory devices used in connection with it. 

Definitions and Standards for Comparative Policy Assessment 

' It would be impracticable at the research design st^ge to develop standard 
definitions of such policjj issues as are treated in this study which >yould apply 
equally across the ten countries. However, an earlier clarification of alternative 
conceptualisation of issues (and consequently of alternative methods of approach- 
ing them) would have helped. Again, a discussion of the equalisation issue 
illustrates this approach. The lack of a classification scheme of equalisation 
concepts at the design stage precluded some types of comparative analytic work 
later on. If there had been such a scheme it, miay well have been possible to 
examine the interactions amohg different concepts of, as well as approaches to, 
equalisation in which finance plays an integral role. ^ t 

A research design in this kind of study also migk attempt to establish 
common definitions or standards for assessing progress toward policy objectives. 
For example, one of the objectives in some of the countries was decentralisation 
of decision-making, sometimes referred to as increasing local autonomy. Whether 
finance instruments can actually promote this objective might be examined in 
terms of what the locus of control was in different jurisdictions before the 
instruments were emplpyed and how it had changed over time, if at all. Pre- 
liminary research might have sought to determine by which standards countries 
could be characterised as having a high or low level of autonomy. Of course, 
even if such standards proved too difficult to state firmly, the attempt might 
have sharpened descriptive efforts. 

Time Perspective ' 

The consideration of standards> and performance according to such staijidards, 
leads to the (question of time prrpnfii r umh hhVw What should ^be the 
tilne frame used for studying school finance policy? Ahhough there '^as 'a 
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provision for general hislorical background^ the design ^ac^ually used a (iross- 
sectional (rather than, say, a |onghudj|nal) framework for most of the information 
assembled. While such an approach may seem to make the data more **mana- 
geable*\ it does put limits on possible analysis — for example, on the assc^ssmcnt 
of demographic, economic, pc^itical, and stpictural fitctors in creating conflict, 
dislocations and policy debates and of their resolution by means of financing 
and related measures. If one; is to gain on apprcciatioi\ of th? imp^ict of financial 
instruments, it is important to be aware of whethCj: they are an wsjiOfical vestige 
or more recently introduced in pursuit of a particular policy objective. 

The Process of Enquiry Design ^, - ^ 

*** 

These considerations also raise questions about the process of design develop- 
ment and the research resources involved. For example, x:ountry studies aimed 
at longitudinal data-gathering would have required a substantia* increase in 
resources deployed, especially at the planning stage. 

In any case, the development of the design, for inter-country study may be 
conceived as a process: the initial collection of data cap become a major source 
for the reassessment of the initial hypotheses, the mid-stream development of new 
hypotheses* and a re-ordering of the enquiry design. This may be illustrated by 
one aspect of the experience of this study, an early scheme tor^the com- 
parative phase of the project the pro^sed^analysis wtas organised aroun/Jl three 
major thenjes: the context of current primary fii^anoe a rrangenKH^; selected 
policy concerns and associated financial instrumenls; ahd the effects of selected 
fiscal instruments on got^js of educational policy! One Objective o^ tl((is arratigtmcnt 
was to "explain" why finance instruments such as equalisation forriiulas nrtd pupil 
weighting schemes were generated by the p<:>!itical process Jn different iXnihtries. 
Fiscal instruments \Vere to be viewed as "dependent variables" to be ^Xphiined 
by .a variety of historical and contemporary factors. Later, finance instrimicms 
were to be viewed as ''independent variables" which ostensibly hud some iftipaot 
oh the distribution of educatiolfeal revenues and resources, on, the locus of decision- 
making, and' on |he chafacter of educational services. However, as the informa- 
tion from th9 Country studies began to show itself as not entirely amenable to 
this approach, it' was impracticable to reformulate the design and )o support a 
furthi^r rflund of information-gathering and analysis. 

In fact the framework *f the analysis itself was adjusted without a ^reat 
influx of rtew information,,and the following general report contains interesting 
and useful observations about the consequences of diflferent finance arrange-^ 
mcnts-^-bothintended and unintended — and observations ^qbout the "conventional 
wisdom'* of school finance, in addition to examining the central policy questions 
discifssed above. 

The Future ' ' , 

CERI ahd the Unjted States N.l.E. began this joint ventufe as an oxperimcrit 
whose purpose was to determine if cross-national studies of educational finance 
were feasible and pr<}duclivc. Our preliminary judgment is tha^ if prope/ly 
nurtured and carefully designed* they can illuitiinate the education policy debate 
in Member countries. Oh the strength of this initial effort a second enquiry has 
been launched into the financing, organisation and governance of education for 
special po^ulattoris, a subject that is identified as being of particular concerts. 
Both agencies look forVvard to continue sharing in the promotion of high qualit'y- 
and equitable educational services in Member countries. 
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INTRODUCTION 



THE COUNTRY STUDIES 



' "^Thig comparative study of primary jchool finaince is based "oix ten mdiik 
• of the arrangements fot; financing primary edutation in the iollowing OECD 
Member countries: Australia, Canada (the province of Ontario), the federal 
Republic of Germany, Italy, the NetheTlands, Norway," Sweden, the Uirited 
Kingdom (England and Wales), the United ^tates (California av/i- Flbflda), and 
Yugoslavia'. , 

These jurisdictions provide a riph assortment of financing arrangements 
and historical, legal and administrative contexts. Five (Australia, Canada, Ger- . 
many, the United States, and Yugoslavia) have federal settings; the other five 
are unitary states. Anglo-Saxon common law forrtls the legal basis of adnunw- 
tration and taxation in four states (Austraha, Canada, Englaqd and Wales, and 
the United States); Roman law in the others. The jurisdiction^ have pcfpolations 
ranging from ^mall through medium to very*large. Three (Australia, Canada and 
the United States) originated in Colonial govemmcrtte; one (Yugoslavia) spent. 
V centuries under foreign dpmination. Five of Jli6 nations (Qennany, Italy, the 
NetherlatfdSi England and Wales, apd Yugoslavia), havS- developed highly mo^ 
syncratic educational systems that owe relatively little to forwgn bdrrowing* «W 
much to native educational ipgcnuityl Thifce (AustcaUa, Canada, th^ Unitfe^ 
" $tates) have borifowed exferisively from the mpdds supplied by the *'0W W0nd y 

Si freely adapting those models to fit local cooiiitions. All have ttwdc^fjHr&o*^ 
ry efTofts-irt the educational field and have de.vel6i^ a high tde^tC # 
istication and excellence in' school organisation and proYisidn. > - 
The country studies were prepared, during 1976/ following a research and 
reporting design. The country studies attempted to fylfill 'a number of purposes. 
The first ^yas to pjovidc ii description of the histoi'y of primacy educational 
finance arrangements and thus to frame the context withm which present educa- 
tional finance instruments operate. A second was to present current policy 
objectives in educational finance and the linka^ between these 

objectives and the financial instruments which atQ; used to achiey.^ i^^em. Finally, 
'^ <Bt > i^ .^ '^ the country^ studies were intended to provide some insight itito the eflfeetiveness 
%of these instrunlents — or lack of it — in achieving their intended purposes. 

. V , . ■ ■ '■^> \ ■■ "• ■.v.. 

1. See the accompanying list of authors of the country studies (page 10). ; , . .. 



AIMS AN!) SIRlJCTlH^i; Ol' THV. SlUDY 

The prescMit coniparalivo study uses the data an(f judgements provided by the 
authois of the eountry stuilies also to acec^MM"^'**^*^ major purposes. ' First: v ' 

in ('hapten I. the study attempts to deseribe in sunuuary fashion tht; variety of 
appioaehes that individual countries use to finance their primary schools, uhld 
to\descrihe the nuiji)r trends in school fijjuu^vc policy ia'caclv Country. To assist • 
in the task of comparison, tjie data are prcsenh^d under conunon . headings for ^ 
each country, and focus the (oilowing aspects ^of primary \chcK>l finance: 
backgfoumi context (geogra|Shical, political, ^uid eclucatiohal structure) Avithin 
which Ihe'prinKuy school systC4us operate; rok^ of local authorities (both educa- 
tional aiul municipiti) hv primary school linaiice, role of central governments 
(state, province, l and. rcpul1lic< national, federal) in primary school' (Tnance; 
piflicy trends in areas ()f key concern. _ , * * 

Chapter II of the. study attempts to compare and contrast the .diverse 
•'arrangcnK'nis which countries have developed^ to accomplish *|)articular educational 
policy ol>joctives. 'I fiese objectives include equalization of access to resources / 
for Vducalion, financial (xovision for sj^ecial educational needs, influencing the 
locus of control in educational decision-making, and alfecling the degree <*)f parental 
cluiice among educatioiial alteliiative's l or two of iJ^ttc^^jj^i ^^^ ^ na mely, equal- 
ization and (iiK^icial piovision for sp(^*ial needs,, the ^tTiHy 7<}Tr'^Tfyltor.T^^ ^ 
some of the strengths and weaknesses of the dilferent country approaches to the 
problem. 

( hapter 111 provitlcs a sunu)iary of the jcport, and indicates some of its 
"^liniitations. as well as some of its contributions to comparative study. (Thaptcr III 
entis with a hsting of nine nfajor conclusions drawn tfom tfie study and prpvides 
a description of three suggestions foi further work. 

Thus, among some of the findings that ei^ie^e Ain: the following; 
' i 1 hat unitary states achieve a iTl^he^^legr^^cr of equalization than do 

federal countries is shown to be not supported. Some of. the federal 
countiies equalize at as high, or at even higher levels, than do some 
of tlic iitiitary states, i\nd the presence of a fcdc^ral form of governmofit 
'structure docs not appear to be conirollin J|with rcs{)ect to either the 
intensity, or the success, of equalization efforts; 

, — That the proportion of non-IocalTunding is asscKiated negatively with 
W«! autonomy in school mutters is shown to be not proven. In 
addition, the proposition that a higher degree of non-local funding 
produces a more stahclardi/cd, muform structure of schooling is also 
showii to be not supjH)rt€d by the evidence of the comitry studies. 
However, a cc>rollary propo>sition, that the mode in which non-loeal 
funds is made available is of importance for local aiitcMiomy is. shown 
** to have some support *in the experience of /he countries. , ^ 



MAJOR GOALS OF POLICY 

All of tjhe ten, countries represenfed in the present study have taken an 
interest in organizing their school finance arrangements to improve the provision 
of educational services in poorer areas and localities; Most of the countricj^ 
have given especial attention in the last decade or so to ways of ensuring that 
the school needs of certain special subgroups arc met. In addition, a(l the 
countries are concerned with the issue of control of educational policy. In partic- 
ular, many of them seek to maintain' and enhance a partnership between -centra!" 



) and *Mocar authorities in the provisiop and financing of sch(X>ling, trying to ensure- 
that the balance of poWcr and rcs}>onsibility docs not tip too far in tithct direction. 
In a ininibQr of (he countries, too, ehere hai been concern over Uie years to guard, 
imprdVc, or make more effective, the right and. ability of parcJiif s to choose for 
their childrcrt a type of cnlucation that conforqis^lo their -preferences, particuhuly 
to their religious beliefjv. - * ^ 

* 1hesc, then, are the maj(,H areak of policy to which 4his paper directs attention ' 
vttjen considering the effects of particular instruments^ and patterns of school 
fiinmce arrangements: ^quajization of resources and provision 4pK special edu~ 
catfbrtal needs; locus of control; and" parenti^h choice and diversity of provision.. 

f:<]ualization: Fqualization is defined and approached in a variety of ways 
in the ten countries included in ^he study. Nonetheless, thfcc principal approaches 
to equalization tend to predominate. Ihese approached, attempt io iichieve: 

■ — Equalization of tax ba^cs to support education; » 

— Equalization of per pupil or per capita expenditures; 

— Equalization of physical inputs, particularly teacher services. 

The fust approach, referred to as a ''guaranteed tux base*', or ''guaranteed 
yield**, approach, attempts to ensure that all localities will have at least a 
standard level of resources for cduc4lion, regardless of their local fiscal capacity. 
Under this approach, municrpalilies and/or \school districts with weak tax bases 
are brought up to the centrally-delermined standard either through financial 
transfers from tlje central government or thfough transfers from fiscally stronger 
units. Thus, while all localities will have equal access to resources up to a dcffined 
level, they may chcx^se to provide different levels of educational, services. 

The second and third approaches to equalization leave IcsJi room for local 
discretion in the level of educational services, but instead fo(Ss more directly on 
I equalization of provision. The equalization standard under the second approach 
is equal expenditurars per pupil or per "^capita, although a range of expenditure 
variation, e.g. five to ten per cent above or below the mean, is frequently permitted, 
especially when the variatten is due to educational cost diflcwi(|ials across regions. 
Under the third approach, the "standard v concentrates upon . equal provision of 
specific ^rviccs. These may include the supply of books, materials ^nd school 
support staff, as well^as teachers' services, although ihd latter is often the main 
standard for comparing services across differ^ localities. However, as under 
the expenditure standard, variation provision Ts frequently permitted when 
. it Vesults from special circum?>tances, such -as small schcK^I size or geographical 
' isolation. . , 

V " In addition to taking"^ a variety of forms in different countries, there are 
other differences in countries* approaches to equalization which 'should be nptcd. 
One of these concerns the units or systems among which resources of serviced 
arc ''equalized**, hi some systems, such asahose in the United States and Canada, 
equalization is sought primarily among school districts, though recently in the 
• United States some slates have b^gun to'sc^^k equalization among schools within 
SiihobF districts. . Inf other systems, such as that in the Netherlands, equalization 
*is a principle that) is applied between public and private schools. Financial 
arrangements atteihpt to achieve equalization between municipal and private 
schools within municipalities, and, to a Jesscr. extent, among different munici- 
palities. Financing policies in Australia and fn the Canadian province of Ontario 
are moved by sirfiUar considerations of equalization between public and private 
schools, or between government and separate schools in the public |ystem. 

Another difference which should be noted concerns the government interface 
• aC which (equalization takes place. In unitary countries the main interface is 
between ce;i[tral governrtients and municipalities aod/er^chool districts. ^ In 
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federal coiintiies, however, there are itUcriiiecliate governinenl levels (shites, 
^>rovinees, limdei. aiuf republies) wliieli eonsliUile llie loeal poinl of our discussion 
of utiUidi/ation, and we de^crilx- and 'analyse eqiiali/alion arrangements between 
both the intermediate and loeal levels on the one hand, and the intermediate 
and fl\leral levels on the <^the!\ However, for our purposes, th,e forme^interfaec 
is generally ecMisidered primary, sinee in most of the federal eountries the iiHer- 
mediate governmental authority is eonstitutionally resjKMisible for the pcovision 
. , iuid tlnanee of primary (and seeondary) edueation - • 

lu reeeni years ihv etnicepi of ec|uali/alion has lu-en broadened in seope 
to encompass a fourth approaeh to the issue This involves dehhcratc disequal- 
i/atiou of resources, with the object of providing' additional educational services 
for ehil^dren who h^ve special educational needs Although different countries 
have identified different sets of |x>pulations as reqiwing extra edileational services, 
the core groups include children who come to school with physical and emotioii^d 
handicaps, language disabiVKKSL i»nd eci^nomic disadvantage, as well as children 
who require special types of ^Simng or progranmies. e g,, vocational education. 
Our discussion of equali/aliofi X the pa[)er will therefore attcniipt to identify 
and deseritx: the -different approaches which countries take to provide extra 
resources for children with special educational needs. , ^ 

Locfil autonomy: In the present study, this term is used primarily to describe 
the [)o\\ers of numicipalitics' or 'school boards vi\-a~vi\ the powers of some 
non-local icentrai or provincial) governmental authority. There arc two im|K)rtant 
dom^ains of decision-making power that arc relevant Jhcre: those that fclatc t<) 
questions of finance (for example, powers tx) set tax rates, receive tax revenues,/ 
. establisl7^e^l^^s of expendilur'e, raise loans and disburse the proceeds of such 
' ' loans); and those that refer to matters of school organization and process^^s. 

We recogni/.c that this is a traditii>jtial anproach to the definition of local 
autonomy." in a number of Member countries, this definition of the problem 
has ceased to be important. 1 he centre v. local struggle is greatly muted and 
the question of '\\Jhere is the locus of control of the schools?" has to be seen 
in a much more complex framework. What is the relationship between patterns 
of school finance, on the one hand, and the power of teachers' organizations 
(exercised on a national scale or at the ^ocal level), parents' groups, and e!ft ploy cr»^ 
to influence what kinds of schools there shall be, and wHiat goCi> on inside them? 
, These are the questions of control and autonomy that, one suspcctsV are qqining, 
. more and more to the fore. Fiowever, on the evidence of the country studies, 
these issues have not yet received clear formulutibn and, while w^^' can note their 
presence and growing' importance, there is little we can say about them in relation 
Mo school finance questions!. 

Moreover in other MHibcr countries, the debate over school finance is stilly 
heavily freighted with the traditional tension between local and non-locaUgoVcrn~ 
mcnt and school authorities. A great deal of political debate associated with 
school finance discussion continues to be related to t|ie relative power, respon- 
sibility and roles of U)cal school (or municipal) systems vis-iVvis nofi-locj^l 
(provincial. State,, or central) governments, and this is the sense in which we shall 
use the terms autonomy, an^d ip particular local autonomy, in this paper. ' ' 

Obviously, questions of autoriomy in school control refer to different sets 
if[ govvrnmenta! units in dilfcrcnt countries. For example, in the United ^tates 
local autonomy refers to the powers of tn*c local, sch(X)l boards vis-d-vis the state 
governments, in Hnglancf to the local government authorities that provide the 
schools vis-a-vis' the central government, in Austrfrtia to the Stated;, ^ind in 
Cjcrmany to the Lander, vtsw/^v/V the federal governments iti each couptry. The 
Netherlands is considering the cstftbh;;hment of regional authorities, nf^idway 
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between tixc liKalitics and (he central government, that may over time contoMo 
represent a species %>f liKal alitonomy v/,v-<Kv/\v . the central government. In 
Yugoslavia, **sch<H>l autonomy*\j^fers to the **ftelf"governing interested! comniu- 
niies of education**, and to the sehixil-bascd cixiixjfati^e unitB that mak<ir contracts 
with The communities to provide school services. \, ' 

The diseus^itm of the connections bet>voen school financing arrangements^ 
and autonomy cVcal, stale, provincial) > will attempt to take into ziccount this 
divershy.of focm irom 'cowntry to country. 

Parhital choice of school:. 'All of thjfc Member ct^u'ntries reprofiCfrtcd in the 
present stfidy (except Yugoslavia) permiv the opcroiion of non'-|iuhlic!y-provicfed 
schools at ihc primary lv;^cl. However, in a aumhiir of the Meml>er eountries 
school finance arrangements havc^^en influenced by (he desire i^o preserve and, 

' sometimes^ to enhance clft^ctivc pirrental choice of schooi Whete substantiaF 
amounts yf public funds are made afailable to -non-state schools, this is usually 
done in order to suppi^tt sthiX)ls provided by a minority church. This, is the case, 
for example, in Ontario* England, and Australia, In the Netherlands, the rfitionale 
that is used fi^r justify Ihc parents' fundamental right to claim public funds in 
support of a church-r^rlated education for (heif children has been extended to 

\covcr cl^icy of alternative secular schoo!j». 

At least at the primary level, none of the* Member countries appears to 
suppcfff the notion of providing sfibstantial altern;Uives to parents within state 
systems . In particular there has been little official Cnthusinsm for voucher 
scheuK's and tlic like, that Vt^ould provide parents- with public funds thay they 
could then spend at the schools of their choice. Therefore^ when t|ie discussion 
in Chapters I and II below turns to the question of parental choice of schooling, it 
refers to the effect of school finance arrangements 6n parents' ability to opt for 
a non-state (usually a church-related) alternaiive. 
/ 

\ 
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FINANCING INSTRUMENTS FOU PRIMARY S^THOOI^ 
'/^D MAJOR TRENDS IN POLICYi ^ 
A REVIEW OF THE COUNTRIES. 



, . AUSTRALIA 

Background I^forAation ^ , 

The Commonwealth of Australia is a federation of six states^ These include' 
New South Wales, Victoria, Qupenslan^, South Australia, Western Australia, and 
Tasmania. The federation also includes the Northern Territory and the Austr^tan 
Capital Territory. - . ; • , . N 

About half the population of Australia is xqpcc^ntrated in five major cUiefi. 
Most of the remainder is . widely scattered over fm area roughly the 8^ of tne 
United States. ' / \ 

There are approximately 9 400 elementary and secondary schools in Aus- . 
tralia and about 2.9 million pupils. These include 5 7^0 |ovemmeqt primary 
schools^ about 1 400 non-government primary schools, and 18 million elementary 
. school pupils. In 1975 government schools accounted " for about 80.3^ of 
the primary school pupils; Catholic schools, 17,5%^ and other non-^ovenwicnt 
schools, 2.2%. ^ 

Finance ArrXnseSients \ 

State governments ^ . * > 

The provision and financing of primary education in Australia is constitu- 
tionally a state government rerfponaibility. With the excepti<>n of funds provldcfl 
by the federal government, the states assume practically the lull co$t of educational 
services. The katc governments al^o play -a major role in the management of 
professional personnel ahd in the determination of tl\e level and distribution of 
other educational' expenses. In the area of . staff, each state department of 
education determines school staff entitlelnents mainly on the basis of enrolments, 
and deploys staff according to these entitlements, gor other current operating 
expenditures it also uses a forn\ula apjJroach tor the allocation of equipment; 
materials, etc., which is based oh school size* And. ibr capital expenditures* 
* decisions about requirements ate also made by central authorities with relatively 
little local consultation on the planning of new schottt facilities. In all of the 
areas, the state governments fully fund the costs which result from its deter- 
minations. : 



Federal g^ernmeht • r 

A change of major ^imi^ortancc in /Australian schct)! finance h'M been the 
. increasing role of the federal gOvcrmiicnt in the financing «dilciuon in the 
post-World War H period. Federal govcrnriicnt involvement begqa in the tertiary 
•fWd, but gradeiallv extended to the school level (hroii^ the federUj government's 
/onstitutional authority to provide gram« to the stittcs ahd its rcsponsibilily for 
\|chiH>ls iii the territories: In 1975-76 the stales still furnished the {Preponderant 
portion of prirnary school cxptndiHires (about 85 f^^ccnt for government schools), 
but the Commohwetllh share has increased consistently over the last^ few ycj^ra. 
* The federal government finances education both indirectly thr<,^ugh a sVstenr 
t)f gcrteral g\i\nt^ to, the jjtHtes and directly through a number of specific-purpose 
gr^^nts which arcr designed to promote partlcuftir national responsibilities. The 
general grants are of three basic tyi>c's: a financial assistance grant paid to all 
states. on a' formula basis-* which takes into accOnnt populatu>n increases, wage 
increases, 'and changes ih responsibilities between Common^caltlh and ^tiite 
governments; special grants to states in^a weak financial positFon; and interest-free 
capital grants which can be used for any capital purpimv These grants constitute 
the major source of state revenue* — about 52 per cent in 1975-76 — although they 
have been decreasing in impi>rtance relative to specific-purpose grarit^in recent 
years. 

Specific-purpose grants arc used by the Commonwealth to Jinanct expcn* 
dilures in a number of functionirf areas, witli education taking on increasing 
importance among them, (Specific-purpose f grants for education comprised 
^ 27 per cent of the total in 1970-71, but 36 pei* cent in 1975-76). 'llie grants arc 
provided to both gQvernmifnt and t^on-government schools in a number of 
programmatic areas. These include the following: 

The General Recurrent Grants Programme provides funds to each govern- 
ment school system to augment state fiti^ncial resources to cover expenditures 
on staff and other operating items. It is essentially a resources supplementation' 
and equalization programme which provides grants at higher levels lo states which 
assign a low priority to schools in their spending. The only portion of the 
programme which is earmarked is" the roughly 9 per cent which is designated 
for the special educational needs of nqji-English-spcaking migrant children. The 
programme constitutes about 55 per cent of the specific-purpose grants to govern- 
ment sch^s! 

The DisSdvantaged Schools Programme caters to the- special needs of 
schools in oconomlcally poor areas. Lump sum grants^, which are based on 
spciip-efcononiic criteria, are distributed to eligible schools on the basis p( projects 
piit forward by the school and/or community. They comprise about 5 per cent 
of specific-purpose grants to government schools. 

Special Education Programme funds are provided for handicapped children: 
Th(^ normal mode of provision has bcen^to establish special schools, and Co^nmqji- 
wealth government fimStevare intended to encourage arrangements which will lead 
to an increasing numben rtf children being integrated into ordinary schools. 
Funds under this programme constitute about 3 per cent of total spiecific-purposc 
grants* ^ J 

Capital' GranUr^Progranime, funds serve a variety of purposes, including 
provision of new and more varied facilities and restoration and improvement of 
cxlstihg buijdings. The funds, which are used, at the discretion of the state, 
form the second largest component of specific-purpose government school grants 
^e^bftut 35 per cent of the total- . ^ ^ 

The grants to non-'government schools are distributed under the same 
prQ^fra^mme classification a!^ grants to government schools^ although in some 




piogr/Cnimc iffras llic distribution criteria aifc sonicwhiil difkrcii!. llicir signi- . 
tkaiKV lip ifi their major coiUribiitioj) to the overall eosts of ih#'noiVgovernment 
sector imd the freeiloin given to individual schools or systems to ikploy them 
in a manner consistent w^th the particular purpose for which they have been 
nlloeated. 

^ The final area of (\>mmonwealth funding is to joii^ progrtnTinies in the 
govcrnmetu ai^d non-govcrnmtnt sectors. Hicse incWde a J^-rviees nnd Pevcloj^- 
ment Pnii|iianune whieh provides for tlie training of staff and school int^irOvem^nt 
activities. «nd a Special Urojeets Progfanmio which is intended to foster cTfangc . 
by encouraging fresh appriwcbcs aijxl iiicreased local participation, CiranK\-to . 
Iluy^c progrartinies total less than three jvr t^nr of the total's^ent l>y the Common- 
wealth on specific' purpose grants. ' r ^ 



PoticY Issons 



Equalizaticyn ^mr 

Kqualizalion of eilucaliona! services both within and among states has been 
a major pt)vernmental concern in Australia for many years. Towards this end, 
Australia has develo|x;d a system with a high degree of state eontrol of bo\\\ 
orgafii/alioi] and finance. In contrast with ai! Qlher countries in the, study, 
loeal units with independent revenue-raising and decision-making j^g^wsr do not 
exist; sucMi local authorities that do exist afc, by and large, iUlministrativc vehicles 
for the execution of central government jx)licy.' Consequently, ihc problems of 
local inequality of fmancial res'ourcesT imd educational expenditures, which in 
other countries hugely result from disparities in local fiscal capacity, have been 
greatly reduced iir the Australian .system. 

Within the last (en years the (\)nmionwealth government has also hegifti to 
play a major role in achieving equalization in primary school finance. A basic 
clement* of the federal approach is the emphasis on equalization of access to 
resoiirees among the stajes. (lene^il purpoi^j^: grants distributed on a formula 
basis are one of the principal finance instrHments used for this pur^ysc. In 
addition, the Commonwealth government attempts to achieve a degree of service 
equalization ihrougli categorical grants to the states for students with special 
needs. These grants focus on the handicapped, the socio-economically dis- 
advantaged, and the rutally-isolatsd. 

The actions laken by both state and Commonwealth govermtients in Aus- 
tralia appear to come fairly close to securing a high degree, of equalization of 
resources and services for children throughout the country. State governtneht 
control over teacher posting ensures that even children in remote ar^as will have 
a teacher whose salary is Centrally p!;^)vided. •NQncthcless, there are individual 
clemcnis of the overall system of arrangements which may be insufficient to achieve 
full equalization - ho\\\ between the public and .private sectors and anw^rig the. 
govcrrmient schools. 

In Australia the major disparity in tl>e level of expenditure is between 
government and iton-government schools. On average nationwide, the expenditure 
level in non-government schools is only about three-foarjths that in government 
schools. E)cspitc massive increases in both state and Commonwealth support' 
in recent years (roughly a fourfold increase between 1971/72 and 1975/76), 
the gap between them and government school^ has nrt been closed. 

Within the public sector the main disparity is between the large liietropolitan 
centres which attract more experienced and educat^^ersonne! and the remoter 
'^f^ircas, which experience difficulties maintaining higffl|Pqualificd staffs. A second 



of disparity ilf between hiph income and lower inVome areas in the level of 
privat^ contribution for expenditiTrqs such as b<M5ks and uniforms which are not 
fully provided from public resources. However, dis{7ari(ies in both of these areas 
are^ fairly small, and are partly offset by additional government ^ants >vhich 
further reduce them in imp<irtarfce. ♦ ^ 

Autonomy and pi\renial choice > • . 

In recent years pi^licy makers have begun to recognize the dysfunctional 
consequences of a high decree of centrali/vUion.. I he most serious of these has 
appeared lo be tjie inability of the system h) adapt to particular local needs 
and' to respond ifo the problems of children with special educational problems. 
Con^;cquently, the fi^us of Australian policy has shifted ^>omewliat away from 
Thorough-going central control. Policy is now primarily concerned with providing 
more opp<irtunitics for decentralized deCision-making and administripition in orga- 
nizational and pcdagocical matters, together with greater parental participation, 
Ayhilp maintaining a high dcgr4b*^^G? financial equality. 

Towards this end, sohie stales have begun to provide for the transfer of 
state funds to the school site level which can be used for discretionary purpc^s. 
Sever air slates have begun to experiment with modest perjnipil grants to school 
councils, for textbooks, mainttMiance of grounds apd equipment,^ and learning 
materials, although these still constitute a very small proportion t>f total edu- 
cntional expenditure^. In the capital funding 'area, there arc attempts to make 
the provisioti (^f school facilities more responsive to IcKaj requirements. The 
structure of decision-making with respect to priorities among building works has 
Wen ohcred to incorBornte various local, regional, and K^ate levels of res|^nsibility 
for the allocation of resources. 

' Parental choice is also being fostered in Australia through the provision of 
Commonwealth funds for the support -of non-government schools. Parents are 
thus assisted in conserving a degree of ehgicc betw<^en government and. non- 
government alternatives for their children. Hence, what the Australian system 
has historically lacked in the area of local aiRt^nomy, it may compensate for 
in some measure' by contributing to the maintenance of diversity iq ^chool 
provision. . \ ' 



CANADA - 
PROVINCE OF ONTARIO 



BACKOJ?:OUNb tNFORMAXION 

.--The Dominion of Canada is a federal statue which consists of ten provinces 
and twovterritories. THe provinces include: Quebec, ^tiyio. Alberta, Manitoba, 
SaslcateheWiin, Newfoundland, NOva Scotia, ''New Brunswick, Prince Edward 
Island, and British Columbia. The tcrr!toj;ies include tlic Yukon and Northwest 
Territoffcs .MNearly two-thirds^^ Canada's population reside in; the two provinces 
of Ontario and Quebec. /''^ \ ^ . 

There are^ presently i 177 elementary school boards in the province^ of 
Ontario.^ Of these, 1 are public school boards; 60 are Roman Catholic #!t)ol 
boards; and two are Protei^taut ichoold boards. As of/1 975, J^ese boards contained 
about 4 000 elementary schools and about 1 390vOOO elementary pupils* 



1'INaN<'1 ARRAN(»I M! NTS 

Province-local \ \ ' ^ 

In its various provincial approaclics to the linaiioing of schools Canada 
has historically been quite ilcfv^cntial to tiie principle of local i^tHoniMny in cthi- 
cational finance. The provinces, whidi are the central governmental units with 
the conJititutiona! responsibility for miancing 6d«cation, largely delegated that 

vj respohstbility to local school districts. These districts had separate governing 
structures and were granted- sAilistantial independent power, including the |K)wer 
to levy taxes in support of cckication, .Most frequent^ thi> 'waS A tax on the 
^residential and coinn\ercial property contained \vithin the district. 

-Although all tSmd^Kn provinct;s still rely on liwil distri^cts io' provide 

. primary educational services, the role of the provinces m the finance of primt 
cdoeatioij has increased substantially in recent years. Since the nnd-195()s «ie 
aver^ipc provincial share of provincial/local schix^l expenditures nationwide >nas. 
risen substantially from 38 [x?r cent in l^M, to 52 per cent in^ l96^and 
6S.5 per cent in 1973. lii, 1964 oivly two provinces provided over 60 per cent 
of provincial/local resources, while by- 1973 this numln^r had risci^to eight, with 
two provinces New Brunswick and ^riiKc Edward Island — adi^pting a system 

, with full provincial assumption. Finance patterns in Ontario, the Canadian 
province whose finance system was^i^iwikji; parallel those in the country as a 
whole. 'Mie provincial share of provincial/K>cal revenues there rose from about 
37 per cent in 1954 to abt)ut 64 per cent, roughly the national average, in 1973. 

Ihc system of intergovernmental transfers for education fronji the Canadian 
provinces is marked by a number of characteristics. First, the grants are 
education-specific; i.e., they are made directly to local school districts. to be used 
for education alone. They are not usually channelled thn^ugh municipal govern- 
ments. Second, they are almost invariably block grants which can be used by 
local districts in accordance with their own educational priorities. This is in 
strong contrast to many of the European systems where earmarked grants cannot 
be transferred fron'i category to ciflegory, Even where grants are categorical, 
the Canadian approach provides for wide latitude for district use of grants within 
the prtseribed^ area. lliifd, there is relatively little central regulation of the 
use of grants 6ncc minimum programme standards have been provided. Finally, 
most aid syste^is attempt to achieve sonic degree of equalization of cither 
expenditures or access to resources among districts— although With variccl success. 

rhe OntiHrio approach to primary educ^ation finance has as its major objective 
the equalization of access to resources for education. Provincial iud for current 
ordinary expenditures, which includes idl expenditures except debt^ charges, 
transportation, and capital expenses, is distributed in the form of a percentage 
equalizing grjmt, which puts all schwl boards on an equal footing with respect 
' to providing equal dollars, '^up to a maximum amount per weighted pupil----$l 080 
for elementary 5ch(X>l pupils in 1976. Up to the maximum grant level, the 
formula aids a higher proportion of locally determined operating cost^ in districts 
which are poor in assessed property valuation per pupil than in district, yhich 
are property-wealthy. Expenditures hbove the niaxinnini arc financed exclusively 

. frcTm the local property tdx. . . : 

The needs of children with special cd^ieational problems ^re provided in 
, Ontario through modifications of the amount distributed under the basic general 

• purpose grant. For pyrposcs of grant calculation, pupils i}rc weighted in relation 
to {be extra cost ^presumed to be incurred in educating, them because of the 
characteristics of^thc pupils themselves, their socio-economic environment,' their 
geographical location, or the size of their school of school district. The local 
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district is tree ,to use these additional hinds ty develop t!\e programmes which 
are provided to these cljlldren. ' ' 

IIk* i>ne exceptiini to the pii|iil weighting approach is the assistance for 
I rench huiguag'e prhgraniKies for' botli I ianeoplione and !ion~F*rancophone ehil- 
ifreji, which is in the form of an equali/od per pupil gran\. But, ev<jn here, it is 
wiHth notinjr, (hough thest^ iiiiiy 'be\onsidered categorical grant's' by some defi- 
jiitions of thr\( ten^, they arc »not "earmarked". I ha't- is, the money Jor I-rcnch 
* language ^Hogrinnmes fornijj merely part of the block grant payable to a board 
^ * . by the provincial government. - ^ ^ ' ' • r 

' The priwincQ also finances 'recognized' extraordinary e;ci)enditures— <lebt 
^ r^crvices', transportation, ancl capital expenditures from the revenue fi^s — under 
a percentage equalizing fornulla^ although with a higher pro^nerf/!ot;al sharing 
' ratio iqid witli more stringent cost controls than those'^used TOr the control of 
ordinary expenditures. In exchange for this diminution in autonomy the b<Mirds - 
n\ay borrow ori advantage(>us terms from ihe-Qmada Pension Plan,/ Thus, while 
local boards jyoTose school building >ftans,' "Hie provincial auth?»rities can, and 
f/equently do, dispo^ in ways that shape local board policy gather decisively. 

Federal ' \ r / ■ \ . ' 

' [he federal government ni fanAxla has ^list^rically played a ^mall role in 
the' financing of schools, since the function has constittuionally l^en reserved to 
Ll^e ptoviiiccs. ln^ rc^jeni years, h6wever, (he federal goveyimcnt's role has 
increased , considerably. In r970, for example, the federal share of4 elqmentary 
' education expenditures had reached abi)ut 9 per cent, although there was a wide 
range among the provinces— from aboiU 28 jXT cent in Newfoundland to 2.5 per 
cent in Ontario. " * - 

/ The federal government in Canada distribyttVaid to proviniiaf governments 

through both genera! and categoricarpragramme^'^ General grants involve a 
revenue cquali/ation rtiechanism to br'ing each province up to the national average 
/ in pel' capita' yield for each of its revenue sources, as long as it levies taxes q,t 
•* national average tax rates. JPnnds may be used for education and b^hcr provincial 
function*;. The categorical grants arc used primarily for parliij) reimbursement 
of lan)];uagc progranmies developed and administered by the province. The 
programmes, whicl) were started in 1970, were desiwied to 'permit members of 
an official language majority grouj) to acquire a Tcnowlcdge of their second 
official language and, for niembers of an official language minority group to be 
I educated in their first language. Two Englijj|i language provinces/ Ontario and 
New BVunswick, together account for aboirt 80 per cent of all Franeophone . 
elementary* tudents being educated in thfc minority language/ 

Policy Issufs ^ ■ \ 

hqualizotiofx - - * f*. ' ' 

^ In recent years both fcjjeral and provincial governments have become 
mercasinj2;ly concerned with equality of educational opportunity. In Canadian 
terms thi^s objectjive hak t\<'o. major components: equalization of the fiscal capacity 
of lower governmental Onits etc provide educatibnal services for normal student 
.populations; artd tHt provision^'of additional resources for students with special- 
V ^ cducationin needs. 

To accomplish the first objective, the federal government uses a general 
grant which brings each province up to the national average in per capita 
yield for each of its revenue sources. Although the grant does nftt prgvide direcf 
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iiisislaiitc to cduciidon il docs indirectly siifjXMl it by strengthening the general 
fiscal -v^pacity of economically weak prc^inccs. The province of Ontnrio uses 
t)ie etlucatiyn specific percentage eqiiahzing grant, already described, to equalize 
the ability of sclu>t>l districts to spend up to a maximum per pupil amount for 
ordinary e?tpcnditurcs. lujualization grants arc also' used for •*extraordtnatj^"* 
expenditures, inciuding transportation, dcbl se<;vico, lodging and IxKird, and 
capital expenditures borne from (jurrcnt revenues. 

i he pri)visibn of resources lor students witli special educational needs is .. 
approached somewhat dilTcrently at the fedoial ami provincial levels in Canada.. 
Major direct federal involvcmcnS is in the form of Categorical grants-in program, 
areas of national intciesl. Ihesc have included teclmical ami vcKatioEial education, 
regional econouiic dcvclopnicnt; ;uid, since 1 970^ bilingtuil -oducatit^n. In contrast, 
the province of Ontario tics additional supjx^rl of special ncuils students to its 
basic '^equaii/ation foniuda. Pu()ils who arc socially, economically, culturally, 
or linguistically atypical, who live in remote areas or in urRan yreas with older 
buiklings anil nioi^ mobile populatii>ns, and who require special education ser- 
vices, aie* "counted extra'' by weighting for provincial grants purposes. However, 
both categorical and pupil wcighiing grants arc relatively free of strings, and 
proviticial governments and local cdffcation agencies (l e a s) have wiile iliscrction 
in the use of -thesv resources. 

AAuionomy an J parental choice , ' ^ 

In contrast with its level of tinancial suppc^rt of primary scliool SVliieU has 
historicjdiy been fairly low, Ontario has traditionally exerted a high degree of 
central ciMifrol over the .structure ai'ul content ot cilueation, pluticularly Qver such 
areas as curriculum^, mcllunis of teaching, textbooks, and supervision of instruction. 
Since I ^Xi^v^f however, many of the educational policy decisions >Yhieh were 
formerly made a! the provincial level have been delegated to )he. local school 
districts. Some of these include: supervisiqrj of iiTstruetion; provision of kindcfrj^. 
gartens; textbook selection: cutTieulum; and trans|xutation. The <)ntai:K) systcin" 
thus provides an example of increased central, funding, not leadii>g to increased 
central control, and it shows that cfeccntraJiziUion of dccision-jnaking can hte 
facilitated at the same time that, the central govLMimicnt increases its share of 
education expciulilurcs. ' ^ ' * v{ 

Parental choi/e of type of schooling, defined primarily in terms of ^secular v. 
non-Jieeular cduealion, has historically been facilitated through extensive' public 
funding of dcnominalidiial (and,- more speeifically, Roirian Catholic) schools in 
Ontario. At present thi^e arc two publicly-suppofted •cloincntary school systems: 
the uoU'denoininational ,4>ublic elcmci\tary schools, and the predominanlly Roman 
Cath(>lic separate-school system ', .Separate-school boards have the same powers 
as public school boards do. I hcy iirc empowered to set tax rates (^n the property 
of separate-school ^supporters, and municipal ccumcils nucst: oir separate-school 
board request, levy and eoUecl lluise taxes. Thcj^ separate-sclK>ol boards also 
receive provincial -grants according to the same criteria as public sehot>l boards. 
Consequently, the non-secular schools cairprovide a realistic alternative to patents 
why ddsire ;i religions education for their childreil, « 



2. I'lKii; uic t\v(> l»iotcstflni sepiiialo school liuiirjs. No new ProR'stani scpn rale schools 
have been eslablishoil tin over 100 years. •' • ' 
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HNGLAND AND WAIJIS 

Backcirouno Informaiion 

/riie United Khigdoiy is a constitiUional monarchy. Its^ major :iubdivisioiis 
are EimUmd, Wales, Scotland and Northern Ireland. Vhe vast majority of the 
population — ovei; 80 per cent ^ frtijdes in Hngland, with large concentrations in 
the southeastern part of ^the country in (he area around I.ondon. Although the 
United Kingdom is formally a unitary stak\ government practice resembles many 
of the federal states described in this paper, as substantial authority .for the 
pravisibn of public services; including education, has been delegated to )owcr 
governmental upits, ' * % - - . . 

In January • 1*^75 there were about 4 950 001) prlmjiry school chilarcit 
enrolled in Ftnglaii^^and Walcj; in 22^78 ^primary 'schools maintained in* Whole 
or in part by the kx:al education authorities. These Are the so-called "maintained*' 
schools. These included ybimt I 300 000 children enrolled in 8 000 '^voluntary" 
sc1k)o1s (that is, schools having a churciv illenominationall afliliarion). In addition, ^ 
approximately 430 000 children /all grades) were enrolled irf softie 2 400 inde- 
pendent (uon- state) schools. 

/• 

FiNANCH ARRANGFMENTS % < 

The English approach to financing primary education ciunbincs a fairly 
high level of pooled central .support for locally-provided services, including 
education, with extensive local control of the allocation of these resources. In 
contrast with most other countries where kk:al^ authorities must allocate funds 
for the schools according to centrally-determined criteria, the local authorities 
in England possess considerable discretion over the allocation of funds between 
education and other functions. The local education authorities (l.e.a.s) similarly 
have wide discretion in alku;ating resources iuiumg school levels and program 
areas. In the words of the author ol the coutilry study on pngland and Wales 
on the arrangeixinpnts for providing and financing education: **'rhere is not really 
^ system, but rhthcf a legal framework within which many uidependent bodies- 
pperutc*.^* 

, Localities in Englmid rely largely on property taxation to provide revenues 
for alt pO^lic services, including education. However, since local income via 
the '*rates" Is frequently too small and insufficiently buifyant to meet all expen- 
ditures that local authorities must meet, central government transfers are used 
to supplement local rcvciuies. The system of transfers in 'England reflects the 
integration of educational finance with local public' finance and the high decree 
of local autonomy. The ,rate support grant. <hh\c\\ is the most important grant*' 
in the system » is a block grant which^ provides over 50 per cent of local government 
rwcnues. Thii- grant is provided by the central covernment to localities to 
equalize access to resources for all locally provided public services, including 
education. It operates in the following manner. 

The grant hfis two major elements: **resources", and **nceds'' elements. 
Tike Ycsourccs element centers around a wealth per capita measure, based on 
the ^^standard product of a penny rate*\ This is calculated by multiplying tho^ 
population of a local authority by one per cent of the ratable ^valuc per capita* 
for all 6f England and W^lcs. Local authorities whose actual product Js , below 
the standard product are subsidized by the- government to bring them uff to the 
national average; howcve^ richer authorities are not .**taxcd" to cut them down 
to the average. , ^ { _ 

The needs element arises from the recognitioniof the different levels of 



demand that local yjmihorities have to face. Among the variables taKen into 
account arc: total population; nunilxrr of children under 15 years; number of 
children midcr 5 ye^if^; population i^ver 65 years; population density; roads; fate 
of decline of .population; metropolitan jurisdiction, (The most significant of 
these weights include jx^pylation — 50 per cent, ani| the education units— 40 per 
ccnt- wjiich arc weighted according to pupil age leveL) Th^ total weight per 
tho|isand population of ail the elements is calculated and compared with a base; 
the excess is multiplied by a given number of jKMinic;> per person, which then 
constitutes the ^rant to the local authority, 

The rato support grant can be used by the loc*jlity at 5:1 s discretion. Although 
a portion V>7 the grant is' implied for education^ the locality does not have to 
use it for school piirp\)ses. in addition, the funds which arc alliTcated by the 
locality to the h^tfT can t)e used with great discretion. Although the central 
government may view primary education as a greater priority than secondary 
education, the l.c.ih may choose to concentrate its resources in other areas, with 
little likclihcH)d of central government interferences. The English approach to 
transfers may be summarized in the following way: The system ^as it work^ at 
present does not make for a strong comieclion between fmance and objectives if 
by that is meant one by which the central governnient can. determine what happens 
at the periphery. Where funds are made available, even if a general purpose 
is being aimed at, in large part the detailed allocation will be decided locally. 
And the 'specific purposes reached will not always correspond to the original 
broad objectives. I'luis, while lack of funds may inhibit development, their 
provision does not necessarily encourage it. • 

1 he approach described above is also apparent in jhe one recent English 
effort to deal with a specific education problem, namely educational disadvantage. 
The problem was highlighted in the Plowdcn Report of the mid-1960s, which 
argued that there should be positive discrimination in the allocation of resources 
to ?;chools in deprived neighborhoods. The response o^ the central government 
was 'M\ extra allocation of school building ftjinds in priority areas, and an extra 
allowance for teachers in exceptionally difficult schools. And, toward the end 
of the 1960s, the government introduced an Urban Programme which covered 
housing, health and welfare, as well as education. However, all of thesc^iunds 
were provided with few restrictions from the centre. The procedure adopted 
was to decide centrally , the resources available and the criteria of need, accept 
bids from l.e.a^s for resources, and select or grants those schools where the 
needs were judged to be most urgent. 

L.e.a.s initiate capital projects and bear the interest and amortization costs 
of loans. However, they must apply to the central government for perraissuon 
to raise a loan for school building. Permission is not automatically assured. 
Indc(\U the central government has been able to use its "loan sanction" powers 
to influence standards ot schoql accommodation across the country, and to 
promote its reorganization plans, especially in the area of secondary education. 
However, in the area of capital construction, as elsewhere in school policy, the' 
central government can restrain^ cajolp* and ofTer rewards to the l.e.a.s, but it 
cannot order or demand with any certainty that it will be pbeyed. 

PoiJCY Issues 

EqualizQiion • • v v ^ ' } ' ^ 

. The approach to financial equality used in Bnghmd has its primary focus 
on equalization of fiscal capacity. The basic mechanism of intergovernmental 
-transfer, namely the rate support grSril, is a block grant which equalizes oix the 
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basis of centrally determined criteria of riisqurceji and need* for all public 
services. There are also some specific grants which focus on services for children 
with educational disadvantages, most notably the Urban Prograittmc, which also 
providcVrcsources for housing, health and welfare, as well as education. How- 
ever, ihe^ resource allocations^ arc relatively small in comparison with the general 
rate support grant, ^ ' ^ , 

. "* " . ^ 

Local Autonomy and Parental Choice 

Before 1959 the central government supported the expenditures of local 
authorities by means of a capitation grant and vafying percentages 9f different 
types of approved expenditures. For primary schools, the percentage reimburse- 
ments, were typically fixed at 50-60 per cent of expenditures. The process 
of auditing local authority^ Accounts to delermine allowability or non-allowability 
of expenditures for reimbursement supported a great deal of, at least, formal 
control by the central authority over local authorities' activities. The change to 
a block grant system has txfkant a ceftatft' degree of relaxation of detailed control 
via financial mechanisms,; and has reinforced the sense of wide discretion that 
IcKal authorities in England and Wales have enjoyed. 

However, two qualifications are in order. First, the power of the central 
guvcrmnent to set the overall size of the funds available for block grants is very 
important aW|Jacal authorities find that in times such as the present, with central 
government Sdffftcs of funds being severely constricted, their freedom of action 
and discretionary powers, while still great- in aspiration,- are rather limited^ in 
practice. Second, the central government has assumed steadily greater powers 
of direction via non-financial instruments, particularly in the area of secondary 
school organization. . 

The local authorities uAj public funds to maintain church-related (denomi- 
national) schools alongside their own rcounciV) schools v in return for a certain 
degree of control . over schooF staffing, curricula and other school policies. In 
that way, parents (especially Roman Catholics) who wish their children's education 
Jo embody a specific denominational emphasis are able to do so without extra 

cost, ' ' . 

. Increased parental involvement in educ^Monal decision-making has become 
an issue within the last ten years, as dissatisfaction with the performance of the 
educational system has led to increased pressure for parent input. To date, there 
hsfs Been some study of the issue,' but no financial instruments have yet been 
developed to ^cilitate parent* participation. 

GERMANY 

Background Information 

♦» 

The Federal Republic 'Of Germany, established in 1949, contains eleven 
Lender. These include the eight large-area Lfinder of Schlcswig-Holstein, 'l.ower 
Saxony, North Rhine-Westjphalia, Hesse, Rhineland Palatinate,- Baden-WUrttem- 
berg, Bavaria and Saarland and the three city-states of HambUrg, Bremen and 
Berlin. Undj^r the 1949 Constitution the Lbhder have 8Sen..gfven primary 
responsibility m the area of primary education. 

In 1974 there "were approximately 6 481 000 pupils attending 18 000 pWmary 
and lower secondary schools in the Federal Republic, Of these, about 41 500 
pupjls were in non-public schools. The non-public primary school population 
tl)us cbnstituted about 0.6 per cent of . the primary school enrolment. 
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ImnAN< I' AHRANCit^MI^NIS 

I xxnd-iUnneindc 

rhc (k-iniaii appa>ach u> primary sclumi rinaiicc is marked by a fairly 
high, level of ecnlral government (land) fmanee, and a substantial, although 
ollen indiicct, inlluence of the eenlral governmenl on loeal ex(XMiditure of 
revenues. Loeal selun^l authorities (Schultriiger) and l ander sjiare res{x>nMfiility 
for the administration and tinaneing of primary sehools, Ihe Sehultriigcr arc 
usually the eominunities ((Jenieinden), 1his division of res{X)nsibil!ty dates from 
the nineteenth eentury, when the liinder gained res|>onsibility for "internal school 
matters", i.e., eurrieulum, hiring of teaehers, teaeher training, and the general, 
structure of education, while the (,)emeinden were left with the responsibility 
for hon-pedagogieal, or "extcinar^ school matters, such as the establishment 
and maintenance of schools/ acquisition of materials, and hiring of subsidiary 
school personnel. With tin; promulgation of the Basic Law of the Federal 
Kkipublie in 1^>49, the primacy of the Lander in educational decision-making 
and in the responsibility for educational finance was fifmly rc-establishcd, and 
the previously established division of educational responJJibility and competence 
between the individual Land and> its communities was, in principle, maintained. 
Along with the increase in Land conlrpl came an inerciise in the proportion of 
revenues provided by Land governments. By 1973-1974, Land-raised revenue 
comprised ab()Ut 69 per cent of the share of the total for all schools, and about 
62 per cent of the total for primary and Jower secondary schools, while revenues 
raised by the Scluiltragcr or local school authority (usually a county or community) 
averaged nationwide about 30 j>er ceftt and 37 per cent in the respective 
categories. 

Intergovernmental tran^j^fers from Land governments to local governments 
in (icrmany are of two basic types: a general financial equalization grant, and 
appropriations for specific services and categories of ex|>end\ture. The former 
is distributed undei two criteria which have different definitions in different 
Lander. I hey include a financial requirements indicator based mainly on popu- 
lation and coninuinjtjiysi/e, and a tax-income indicator based on land-, frade-, 
and income-tax jrevenues. The purjxxse of the grants is not to achieve complete 
equalization, but rather to improve the financial strength of the community up 
to a certain level. The second type of grant, namely categorical grants, which are 
carilRirked for particular purposes, are also used in the direct funding of education. 

*hi the area of proR^ssional personi^el the Lander play a major role in the 
dctermin^tUMi of personiiel costs and in the allocation of personnel to individual 
schools. Tii^igh partly bound by eonstraints imposed by a federal civil service 
system Avhieh/fias strong tenure and salary restrietions, they have considerable 
control over those factors which determine the need for teachers (pupil-teacher 
ratios, hours of instruction, and teaching load). The costs of these Land decisions 
are fully financed -at the Land level. 

In contrast' teaeher salaries, the responsibility for rnumcing other operating 
expen.ses rests primarily with the Schultriiger. Huwever, the central gin'cpnment 
exercises a high degree of control o* these expenditures through regulatiot^s which 
require and/or proscribe local activities^ In the area of' learning materials, for 
instance, the Liindcr issue lists of school books that are permitted for use at 
various class levels in different types of schools, and specify the minimum and/or 
maximum per capita cxt^enditures for learning materials. The Liindcr may also 
establish eertain standards of equipment and maintenance to be provided by 
Sdudtriiger. The inteiuled elfect c)f these regulations is to standardize the 
educational programme .offering within each Land. ' 



All Ulnder parlicipatc in tinancing schtK)» building costs via specific sub- 
vcnlions, and ihcy a(! exercise a rather high degree oLtttgtflaiion c^ver matters 
ot school consiruciion, Most 1. Under are involved in siiehj-j^spects of capital 
construction as: assessment of the supply and availability of cwwational facilities; 
the defcrmination of- future capital needs; specification of ehissrwro and model 
sduwl standards; establishment t\f centrally fixed cost standards to which state 
assistance is tied. However, there are some important differences among the 
Liindcr 4* .these matters, manifested in two main ways: first, in the magnitude 
of Land3uip|x>rt; second, in the level and proportion qi different types of supjxift 
wfiich,:ni addition to specific sul^ventibns, n)ay include interest-free loans, interest 
and ircpaymcnt subsidies, and coittributions to investment funds. 

Federal Government f ' - 

Under ihc Basic Liiw ^yf ^194^) llic German fedcml government was ^liven 
no responsibilities regarding the provision of primary and lower secondary cdu; 
calion. (This was changed slighlly wilh ihe revision of ihe Basic Law in 1969, 
bul Ibe federal governnicnl slill has only very hmiled [X)wers lo participate in 
certain general strucUiral areas of school decision-making.) As a corollary,^ it 
plays only a miniscule role in the fmancing. of primary cducalion. In contrast 
wilh Australia, the federal govcrnmcnl does no! provide the local Schultrager 
wilh any direct grants or transfers. It is limited to providing support to the 
Lander through genera! and spcciaU fiscal equalization grants. The former 
guarantee poor states i.e., those with a combined state and community income 
lax reve^T(u:.s below the federal average, at least 95 per cent of the federal 
average. Ihe latter supjxnt investments in low income states. These grants 
may indirectly support education by stfengtluMiing the fiscal capacity of poox 
Lander to provide it, • 

POIJCY Issues 

Eqmlizotion 

The concern for eciualizatit)n of fiscal capacity has been demonstrated by 
both Land goveriiments" ahd the federal govcrnmcnl in Cierm'any, Both have 
developed fiscal equalization mechanisms which -attempt to compensate for, 
difTercnces in the fiscal capacity of lower government levels lo provide public 
services and which incorporate measures of community need. By strengthening 
tho econohiic base of, the Under and Gemcindcn, federal and Land governments 
resp«ctivcly contribute at least indirectly^ to the ability of fiscally weaker. units 
to provide a qualj^ educational jirdgrammc. , 

^ .. ' . 

ITALY - . 

Background Information ' \ 

The Republic of Italy is a unitf^ry state which has ih icccntv years moved 
toward'a more dcocntrftlizcd administrative structure. T|jfc country now contains 
20 regions which function as intermediate governmental units between the central 
government in Rome and over 8 000 communes, the locfl&governmenfat units. 

The regions of Italy vary widely in their level of ecbnomic development. 
In general the northern portion of the coun^i-y is substantially more economically 
developed than southern Italy and Sicily. . . , • 

In 1975-1976 'the number of children in primary schools in Italy was 



approximately 4 500 (KK) aiul ihc uumluM oi schools aboiil 31 000. I he luiinbcr 
of children in uon -piihliv schools was qiiilc shuil!» lotallii^g only almul 7 per cent 
of the primary school population. 

^ ImnANCI: AKkANCil-MI-NlS ' " « 

Ihc responsibility for the provision of priinary educatioEi in Italy is sharcil 
am(>ng three levels of government. JUistorically the state has played a paranunmt 
role since until recently it v/xxs constitutioi*||^ responsible for (he eslablishnienl 
of schools, the recruitment payment of teac^Ws,. thv* determination of <^urriculum 
-and the provision of textb^DOks and other' supporting" services, licginning in 
however, the newly-created regions weic granted more i^ithority over 
support structures and ancillary services in the aica or primary education, I he 
regions in turn have delegated much of this responsibility to the communes, 
which now play a more important role than they did in (be past. 

However, the deccnlrali/alioii^irf ilrcision-making over the primary edu- 
cation was aecolnpanied by centrali/alion of rcspoi^sibility for i^ linanc^e. vSince 
1973 local taxation has accounted for only aKnjI 15 per ceyt of plini;jiry :iHiu<;ti(i6n 
revenues, and the state share now stands at about K5 per cent. 1*^^^^* fmaikc 
generally takes two fc5rms: iutergovemmeiunl transfers to both tliu Wgions and 
the conununcs which arc based the concept of etjUaliMtion of hiical capacity, 
and direct funding of specific elements of the ediieational progranuiio. 

The lirst type of frant is usually a no^i-specifie block grant, which is 
distributed * on tlic basis of centrally dctermineil criteria. The grants to the 
regions, for example, arc biased, on population (60 per cent), surface area (10 |kt 
cent) and economic capacity measured by such factors as immigration, unemploy- 
ment and per capita income (30 per cent). Cirants to (he comnuincs are based 
on school poplilalion (50 per cent) and* compulsory school age population 
(50 per cent) and tend to have a corrective mechanism which favours sn\all, 
scattered schools. Direct central funding, in contrast, is usua!l)^ funetion-spccilic. 
Allocations are made for categories such as teacher salaries .imd other current 
expenditures on the basis of centrally-determined criteria and arc non-transferable % 
aniong catogerics, 

Since 1972 the regions haVl* also begun to play a role in primary education 
finance. li\ categorical areas such as transportation, boaril and family subsidies 
the regions delegate responsibilities to the conjyfliuws and trartsfer the funds 
which are required for their execution. I he funds are usually distributed according 
to two criteria: the si/e of the school population, and the socio-economic conditions 
• of (he area. Ihey are also subject to ditferent degrees of regulation across the 
'.country, although the regions in general reserve the right to decide on the 
allocation of reso«rees to difTcrent educational levels. 

In the area of- capital expenses, there has also been a substantial increased 
in central funding and regulation during ^thc post-war period. As educational 
requirements have continued to outpace local capacity to construct and renovate 
school buildfhgs, (He state has had to play a more active role. loday the state ^ - 
is integrally involved in the detcrminatiim of planning costs, purchase of sites . 
and projection of increase in construction w^s, as vwH^ ajf in thc^ftniincing of 
^ (he conslruul^on costs of mo^U- primrtK^ sehocils/ 

PoiJCY Issues 

Equalization . • ' 

•The Italian government has in recent years developed a number of financial 
instruments in pursuit of the goal of equalization in primary school finance. One 
of the most important* ones is the fiscal equalization mechanism, de;seribcd in 

ERIC Si 



the previous section, which Nvorkn to achieve u>mc degree of cquali/ation of 
access to tax resources. Second, in ItvS distribution of funds for 8pcn:irtc purposes, 
such as equipment and investment, a higher proportion of resources is reserved 
for the eCononftically-wcak sections of the countrjr Southern Italy, for ocampte, 
with 30 per cent of the Italian pupils, is guaranteed 40 per cent of*the /fJITt's 
resources for these functions. In addition, efforts have also^been made to p|L>vide 
additiot^l resources for extra services for childreivwho are culturally disad- 
vantagel. The state guarantees a thrcc*^hour exteasibn of (he schcx)! day by 
fully financing the overtime pay of required teaching statT. 

Autonomy and choice 

Educational decision making in Italy has historically been highly centralized. 
Allocation resources among categories has been centrally-determined^ and 
localities haVc had little authority, to shift resources according to focal priorities 
and needs. In resp!bnse to concern with the high degree of rigidity and lack of 
innovation in the ^ystcuu the italian govetnmcnt has in recent years moved 
toward decentralization of decision-making. The process hajT taken place at two ^ 
levels* ' ^ ' * ' 

^ The most im|V)rtarit invojv^s the creatlji>n of council for the participation 
of parents, teachers and students in th<j' "government of each schbol. Thfise 
councils, which were established in 1975^ have been given small budgets which 
include funds for certain items which, were previously (administered by the central 
government. Beginning in 1976-77, the councils will be cntru^ited with fairly 
large sums and>will be able to dijJtribulc funds a larger number of areas, 
including maintenance and current expenses, in-service training, didactic material 
and extra-curricular activitfes. 

rhe second area of decentralization has involved the establishment of 
regional authorities with responsibility for a variety of functions, inclfiding some 
as|)eets of the educational prograinme; Much of this responsibility has l>een 
delegated to the communes, along with the financial resources to ensure their 
provision. . . 

■ ^ ■ 

^ NE'IHERLANDS 
Background Information 

mental structure. . In comparison with the other countries in the study, the, 
population of the Netherlands is relatively small. However, the compact area 
of the country makes it one of the most densely populated countries in the 
world. 

I^n 1973, the primary school enrolment of the Nethcrfands was about 
1 453 000 pgpils, in about 8 300 schools. About 70 per cent of these chiWfcn 
were in private (non-government) schools, which include both denominational 
and non-denominational institutions. f 

Finance Arrangbments 

The Dutch approach to the provision of primtury education combines a high 
degree of centralizatioa of finance with substantial local autonomy over orga- 
nizational and pedagogical concerns. The municipalities^ which serve as the 
local flscal authorities for the public schools and as the vchicllNi for the transfer 
of public funds to the private schools, play a very limited fblc in the raising 




of icvcnuvs toi piimaiv (ducahon Willi ihc lianslcr dI most of the li^xing 
to tho uMUia! govc-mnK-nt \u {\w r^M)s i\w piopiMtion oi rcvciUics laiscd at 
the loeal ly^el Uiis leinained at about ID pei eeiU, eenlially raised revenues 
eonipfjse the leniainiiu', W per cent Within categories of central goyernnienl 
transfei payrtients, howevci , the inunicipalilics can (.♦xcrcisc a fair degree of 
(liscietion in the expeiuliture of funds. 

l ocal govcMMuents in the Nelheilands receive assistance from the centra 
governments througli tWo basic types of transfer nuchanWms; bliKk grau!s and 
eaimaikcd giants. Block giants, which constitute approximately 30 per Cent of 
municipal revenues, foim the discretionary money for municipalilies to used 
for loejd tasks, l-aimarked giants, constituting about 60 per cent of mtirticipal 
rcvcnck^s," arc given foi sjuxific functions, for which the cenlial government is 
lesixmsible but which the nHmici|)alities jnust unplemciU ^vfifj^nts foi ^ducation 
are t)r this type, aiu! hence aie subject to a high degree of eentral g<|)vernmcnt 

regulation. . . 

VUi; funding of teacher salaries is highly ccntrali/ed. Decisions regarding 
salary scales aiuknuUtcis such as class si/c that determine the required number 
ol teaehcK arc llcleiinineil n;itionally by deciee. Ihiough the Ministry of l^du- 
.c.Uion and Sciences; (he ccniial govelhment then leimburses municipalities and 
Tlu- sehool boards directly lor (he slatuttMy number of teachers. A Unique feature 
of tffe funding principle is its extertsion to the private schools. Imlay, private 
sehtH>ls are icimbuiscd loi teacher salaius on the same basis as municipalities 
which linance public education SU|)plcmenlation of jstate-i^aid salaries by private 
schooJs \\ not permitted. 

sjn addition ti^ funding a statutorily ilcfined number of teachers, the Dutch 
system permits, to a limitcdVextcnt, tho employment of aj^itional teachers, as 
well as \(H\Uional leacheis. The fuiuhng arrangements in^this area are somewhat 
more complicateil. If a nmnicipality employs teachers for public education it 
may or may not receive ivimhursenient from the Ministry of l-Alueation. School 
boards of private s^^bools may submit \hc same request to the Minister, If the 
Ministry of Inlucation docs not reimburse the expenditures for additional teachers 
in the public sclunVls (hey will have to be met by the municipality. In this 
ease, the nmnicipality must leimburse private schools for a proportional number 
of additional teachers hs well If the municipality meets the ex|KMuliture for 
additional teachers, it wilt^diaw upon its block grant from the .Mumeipalities 
bund for this purpose. 

The Dutch *syslein is also quite ccntrali/ed and comprehensive in its treatment 
of other cmient operating expenses., besides teacher salaries. These expenses 
inelut^e: maintenance and niinor repair of buildings and sites; maintenanee of 
furniiuic. purchase and nnuntcnancc of >chool liooks and other teaching aids; 
scliool libraries; heat, light, and overhead. The approach used provides for, central 
govcrnnicnt reimbursement of an amount of money per pupil that the municipality 
has dcternuned is available to the public schools. Ihe reimbursement, which is 
an earmarked grant, comprises two main elements: 

1. A grant per classroom. Actual expenditures observed in a survey tak^^ 
in 1968 form the basis Jor grant calculations, with annual adjustments 
t^> lake care of wage/price inllation. The reimbursements depend upon 
the si/e of the numieipali^ly. with larger amounts per classroom in larger 
municipalities. 

2. A grant per pupil, also based on the 196R observations. Since 1970 
these reimbursements, too, have been differentiated aceordinfe to the 
size of tf^e municipality. : 

As with teacher salaries, the I.aw l^rimary KducaticMi provides for private 



sdiiHils ti%^i^ ticatoJ comparably with public schools ! he amount of money 
per pupil ilctVrmincJ by a municipality tor public schools is then nuiltiplied by 
the nuiulvr of pupils in pnvatc schools and nuule available to them. The 
leuiiburseniont of municipalities by (he cential government referred to alnive 
coiiipfises l>oth the fuiuls allocateil pubhc schools and the funds ibade avtiilable 
by tiuinicipalilics to the governing. bodies of [iiivate schools. The governing IxKlics 
(M private setiools have soiiie discretional y power, allKMt witlun pivsci'ibcil limits, 
to spend the nuMiey they receive for current expenditures other than teaeher 
salaries, , 

Capital expenditures in the Nethci lands consist niainly of interest and 
amortisation ctuuges for invcstuK^it in buildings, furniture and teaching aids. 
The municipalities contract the loans for bvith pubhc and private schools. In 
the hitter case there is a complex set of procedures designed , to provide private 
schiH)ls with e<|ual access to buikling funds, while ensbring That private school 
authoritrtl^s are restiaincd from overbuilding and bear some responsibflity for 
filling a new school. 1 he nnmicipalities are reindMirsed by the central government 
for the capital cxpenilitur^s in the fornrof carmarkcil grants. '!*he icindnirscmcnt, 
in tijie fovm of a giant per classroom, is meant to cover: 

interest and amoitisatlon charges that relate' to the construction of 
buildings. • Amortisation js ctilcuhited on the basis of a loan with a 
duration of foity yearv. Schools are classified by age gioups to facilitate 
the systcui of reimbursements; ' 
interest ami amortisation charges that relatejo enlargements/alterations; 
expenditures for purchase of furniture a^ teaching aids; 
rental of buildings. Reimbursement depends oi\ the si/e of the nunaic 
ipality. ' 

PoMCY Issin-s 

I'.quiiUzation ^ 

In the NetheilaiHls, too, Ci]uali/ation of financial resources for education 
has liecn a major concern of the national government for many'V^^ns. Towards 
this end the Dutch developed a system of finance which virtually elinunated 
the power of local governments to raise revenues for education (as well as for 
other municipal services). ( onscqucntly, the tax- inequities, and educational 
expenditure inequities, which in other countries were frequently tied to disparate 
local capacity to hnance education, have been significantly reduced in the 
Netherlands. In addition, through the extension of the principle of equality to 
non-government schools, disparity in the provision o\ educationm services between 
public and private schools has biicn largely eliminated. 

Nonethele^ss, certain elements of the financing arrangements in the Nether- 
lands c(,>nliinic lo support inequalities of funding that are unrelated to difTerential 
costs aij^/or needs. One clement pertains to disparities between large and 
small nuinieipalities. Large municipalities receive larger current operating reim- 
burBcments per classroom and per pupil than do snudler nuinieipalities, despite 
the fact that the higher reimbursements cannot be s>*tcnuUieally justified on 
grounds of higher costs. Of greater significance, however, is the method ^of 
calcwlating the reimbursements. Reimbursements in the Dutch sy^Mim are not 
m;y]e on the basis of the previous year*s expenditure's, but rather o\ the basis 
of 'expenditures in a base year (formerly 1962, presently 1968) with percentage 
adjustments fi^r price and wage increases. I'hus, nuinieipalities which ^funded a 
jniriicular service in a base year will be reimbursed for current expenditures on 
that service;^ while those that did not provide it — either by choice or because 



of liscal constraints ^ will not receive reimbursement for fhcsc same expenditures. 
Unless the base yeitr is updated frequently, cenain municipalities will be at a . 
' perpetual disadvantage. 

Local aiiionomy ami parental choice 

At the sanie time that the Dutch have promoted equali/.ation of resources 
and educational services, they have also attempted to retain a high degree of 
formal local autonomy* over organizational and pedagogical decisions. Dutch 
municipalities and private seh(H)l boards ap|K*ar to have fairly wide -latitude 
in determining expenditure priorities and in using central government opcriiling 
/ funds in areas which arc locally determined. Iherc are, of • course, certain 
limitations, l ocal authorities are required to provide at least minimum levels 
of certain centrally-mandated prograjnmes or services and are forbidden other 
practices, e.g., payinjj teaclier salaries alxwe centrrtlly-dctermined limits. Desj^ite 
these limitations the Netherlands seems to provide another example of a case 
where an increase of non-h>eal control dops'nol necessarily follow an increase \ 
of non-local fmance. While the revenuc-raisiug authority has largely been 
removed from local authorities, they are, nonetheless, relatively free to expend 
, funiis which have been allocated aceording to certtrally-detcrmined criteria, without 
central government interference. . 

Ihc Dutch have also gone to great lengths to attempt to ensure effective 
parental choice over their children's education. In the Netherlands parents 
not only have the right to provide their children with *Mhe education that is in 
line with their way of life, their philosophy, or the educational methods they 
prefer", but they also have the right to receive public support when e?cfrcising 
that right. To establish a school and receive public money they, need onlVimakc 
\ii request to the municipality and meet certain re<:|uircments. The scho>MJwhich 
they establish is guaranteed tljc full right of financial equality, which mcWis that 
it is funded according to the same criteria that are used for the fundixic of 'public 
institutions. 1 hus in comparison with all of the other countries in thc^NtJily, the 
Dutch system would ilppear to be one of the most far-reaching in its approach 
to effective parental choice. 



NORWAY X 

» ■ 

BACKCtROUND INFORMATION 

Norway h; a constitutional monarchy with a unitary form of government. 
1hc communes, which' presently number .about 450, are the prime units ofV^al 
government in Norway. \ ^ 

Norway's population is the smallest of the ten countries cxamhied ill the 
study. With t^>0 exception of a few major urban centres, including Oslo and 
Bergen, much of the country, particularly the northern regions above the Arctic 
Circle, is sparsely settled. , ' ' 

I'hc Norwegian compulsory schcK|l population (grades 1-9) numbered slightly 
less than 600 000 in 1976, in approximately 3 500 school units. The primary 
school population (grades 1-6) numbered slightly less than 4(K)000, in approxi- 
mately 3 000 school units. 1 he proportion of pupils in private jichools constitutes 
about I per cent of student enrolment \n both primary and primary/secondary 
public sch(X)ls. 
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The Norwegian system of primary \ehool rinance provides for substantial 
finanee of many aspects of the eihicational programme at tlie conunune level. 
The communes raise these rcvenucvs using a local incijinc tax at a rate, presently 
about 22 per cent, lixed by the central government, llicse revenues cover about 
55 per cent of the total operating expenditure^; for education. However, the 
central. government a^ssists localities through a variety of transfer payments, 

The system of intcrgovemniental transfers in Norway- lioth for general 
purpilses and for education is bas^d on the principle of cquali/ation of access 
to resources, and takes into account the ditfercnl fiscal capacities and special 
needs of ditTercnl ' areas aod fx^pulation group*, I here arc iwi> main types of 
grants to localities. Ihe iith type of grant, a tax equah/alion block grant, aims at 
the general' strengthening of local fniancial capacity. It provides resources in inverse 
relation to local economic strength, and attempts to compensate for differences 
in: local capacity — measured by revenue per capita generated by the Jixed local 
income tax rate — to provide public services. 1 he second' type of grant, the 
earmarked grant for specific purposes, is di?Jtnbuted in inverse relation to local 
wealth, and takes into account estimates of varying needs for school resources. 
Teacher costs (which lend to be higher per pupil in small, rur;jl and poor 
communes) are refunded on a percentage scale, based on the fiscal capacity of 
Uie commune. 1 his amount to 25 per cent of costs in the richest conmiunes 
and K5 per cent in the poorest communes On average, the central j?)vernmenl 
.funds al)out 65 per cent of standard teacher costs. 

School transportation and overnight acconmiodation costs are also reimbursed 
iit 'inverse relation to the fiscal capacity of municipalities. Reimbursements are 
scaled according to the schedule used for reimbursing teacher salaries. On 
avetage, the reimbursement level is close to 75 ^cr cent oS the total costs. 
Finally, the funding of other ofxrrating expenditures is largely locally based. 
The ccnlval government plays little direct role in the financing of these costs. 

The Norwegian system of fundine capital expenditures is also strongly 
locally teased. School building for conffulsory education^ is the responsibility of 
the commutes. The central government do;;s provide some grants for building 
purposes, wliwh also tend to be distributed in an inverse relationship to local 
fiscal capacitjr, but these cover only aU>ul 10 per cent of local expenditures 
for schwl buildihgs. llie communes may also float low interest loans from the 
state bank, but again, these amount to only about 20 per cent of the total 
expenditures for school buildings for compulsory education. 



Policy Issues 
Equalization 

For many years Norway has been concerned with the provision of edu- 
cational equality for children in all parts of the Country. The* Norwegian approach 
to this obttttivc has relied heavily on the detailed regulation of the organizatiotj 
and structure of schooling. Through regulation of such aspects of the educational 
prbgrammc as school size, class size, input of teacher time, etc. a sttindard or 
uniform level of educational provision is to be guaranteed all children, regardless 
of tbcir gepferaphieahlocatioiv.Frcquemlyr -however, cQmpensirtwy provision i^^ 
favour of children in less wealthy -communes with scattered populations has been 
achieved, . 

Financial instruments have been used in conjunction with regulation to 
accomplish the objective of equalization in Norway. These instruments, described 



in the previous ??cction, r<;ly primarily on the principle of equalizatipn of access 
to resources for education, withiiv^an asscss?hcnt of socially dilTerentiated needs. 
F.X|>enditurcs for teAcher salaries, transportation and accommodation arc rcim- 
bilrsed by the central govchiment in inverse relation to 'the economic strength , 
of the communes; fiscally weak communes thus receive reimbursement of much 
higher proportions of their educational funding than do richer communes. In 
addition, the central g<,)vernnie)it provides a general resource equalization grant. 
1his grant helps fiscally v^eak(^communes to provide other services, i.e., those 

which arc not subject to specific central government allocations. 

. • i\ 

Autonomy and parcfttal choice ' ^ 

' ' The Nor\ycgian ^proach to primary education attempts to foster broad- 
based participation in decision.s relating to the allocation of resources. At the . 
individual selUK)l level, gcncrar collaboration committee^ coipposed of rcpre- 
scntatives of parents, pupils, teachers, other employees, the headmaster, and the ; 
communal school board, have bccH authorized to nis^kc determinations about 
resource distributions within the school. ^Through these committees, as well 
as through IcKal sc!ux)l boards, whose tnembers represent the lotal political 
parties, it is anticipated that the educational system will be able to respond 
effectively to the community's perception of edutiftional needs by concentrating 
its resources in these areas. 

SWEDEN 

BaCKC.ROUNI) iNl'ORMATION 

Sweden is a constitutional monarchy with a unitary form of government. 
The municipalities which are the units of local goYcrnment presently number 
about 278, as large-scale municipal consolidation has taken place in Sweden 
in recent years. ^ , 

Sweden's population is the second smallest of the countries examined in 
the study With the exception of the population concentrations around Stockholm, 
Goteborg and Malmo, much of the country — particularly the northern regions — is 
sparsely populated. In 197^5, the primary school population (grades 1-6) of 
Swedeh, which numbered about 713 0(K) children, was housed in some 5 000 
schools. 

FlNANCl- Arrangkments 

The system of finance of primary education in Sweden combines a moderate, 
level of central government finance with strong central control over the orga*- 
nization and content of the local educational programme. Municipalities, which 
have the responsibility for maintaining the schools, continue to provide about 
half of the resources for primary education from local income taxation, with the 
remaining half of the revenues coming from central sources. These latter funds 
are subject to a hig^dcgrec of regulation from the center. . 

The system of intergovernmental transfer from central government to munic- 
ipalities in Sweden shows a high degree of similarity to.thosci employed in a 
number of other countries. The transfers are of two basic types: a general 
fiscal,^ualization grant, and grsfatis for ^p.cpific .catgories of expenditure. The 
former grant, which is distributed m inverse 'relation to l(>cai capiicity as measured 
by taxable income per inhabitant, is used primarily to compensate for dilT^nces 
in local capacity to provide general municipal services. Categorical^ earmarked 
grants tend to be used in the direct' funding of eduqation. 
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Grants for tv^ichcr costs are among the most important of iheisc carniurkcd 
grants in Sweden, l.ike most others theyare subject to a high degree of centralized 
rcguhition.'^ The state centrally negotiates collective bargaining agreements with 
teachers and headmasters concernijig rates of pay, working hours'^ and conditions 
of service. Through the Education Ordinance the state itself determines such 
aspects of the structure of education as: required subjects, numbers of leachers, 
teaching periods, etc. It thus attempts to establish uniform pedagogical conditions 
throughout the entire country, and fully funds the casts of compliance with tHcsc 
decisions. While municipalities sponsor and employ teaching hn6 administrative 
staff, the central government defines their ctnployment conditions and pays for 
the costs thus incurred. ' , 

Yhc finance of other current expenditures in Sweden differs from th(r^nding 
of teachers* salarie^i. ^ The primary rcspi>nsibility for financing these services rests^ 
with the local unit. 1 he role of the central governnKMil is more rcgultlt^j^rjritYSn 
linancial, i.e., it establishes conditions for or constraints on the tise of local 
moiKy; it does not fund non-tcachcr exp;;nditures. For example, state regulations 
stipulate the pravkion of certain minimum health services and ffcc textbooks 
to pupils. Municipalities are i>bliged tu provide the funds to cover \x\ least thcSc 
minima, but may also provide additional .services — usitig locally-raised revenues — 
^should they wish to do so. The salaries of non-teaching and administrative 
Vcrsonnel,.i.e.\ caretakers, clerical staff, wdfarc officers^ schoi^ nurses, etc., are 
negotiated centrally by the Swedish Association of Local Authorities and (he 
central unions. Municipall/ies employing these types of personnel — cither by 
choice or in compliance with central, regulation.s — have to acquiesce in the 
agreements thus concluded- In summary, most additional operating expenses hi 
Sweden are provided by the municipalities under restrictions or conditions which, 
are centrally determined. 

The Swedish approach to capital funding parallels the approaches used in 
funding current operating expenses other than teachers^ salaries; localities provide 
ir high level of funding, but the central government strictly regulates costs and 
school Ijtnlding specitications. Basically the system 'operates in the following 
way. The central government, via the National Housing Board, develops a set 
of coefficients reflecting the, different levcfs of construction costs in tlic various- 
parts of the country. This serves as the standard for payment of grants-in-aid 
for all projects which qualify under cenlrally-funded standards. Grants are made 
on a percentage basis inversely related to local fiscal capacity, as measured by 
taxable income per capita. The^ balance of the costs is paid from l^cal taxation. 
The grants* thus serve two purposv^s: first, th^y deternline a ceiling for general 
school construction costs; second, they provide greater a.ssistancc to fiscally 
weak municipalities. . , 

Achievement of the first purpo.se, cost control, is 'also accomplished throi\gh 
regulation o{ borrowing. Even if a muijppivlity decides to c^rect a sphool without 
applying- jor a state grant-irj-aid towards the co^ts, the govexitnicnt will not 
. sanction Jhk)rrowing in' an amount exceeding centrally detcrijuiied standard costs 
of construction. Should the municipality embark on a j^'roject which exceeds 
these cost-levels, the government will deny it permission to nii«€ a loan to finance 
these costs. ' 

Policy Issues ' . . --f 

.For several decades one of the explicit aims of educational policy in Swcdcn^^ 
has been to equalize the provision of educmional services for all students, regard- 
less of their economic and .social background >and geographicjil locaUo^/ |piw 



this end Sweden has developed an approach which relics less directly pit financial 
instruments and more heavily on detailed regulation of the organization and 
content of the educational programme. In other words, Sweden has pursued 
equalization njorc through standardization of educational provision than through 
fmanc^ equalisation. 

Although finance instruments have had more limited use than rcgulatjtMi, 
they have still played a role in the etTort to equalize educational services, Most 
notable among these instrutiicnts are the specific grants which fully fund certain 
elements of the normal education programme, for example, teacher salaries, and 
partially fund special progrjimnves o( national interest, K)r (example, the schooling 
of immigrant children. Iti addition, the general equalization grant described in 
the previous section indirectly helps fiscally weak municipalities finance non- 
centrally funded education expenditures strengthening the fiscal capacity of 
4hese units. , ' ^ ' L - 

Autonomy atfd parental choice ^ 

In recenVyeirh a tnpvement towartls deceit rali/aiion of educational decision- 
^ making has begun to dejvelop in Sweden. The high degree of detailed regulation, 
withe its concomitant rigidity and lack of sensitivity to local needs, has created: 
pressure for greater local determination of the us^ of cdupationtH resources.. 
Under the S. I. Commission reform, pc^nions of which will take effec^ in 1977 
and 1978/ the local education agencies will have greater disCf^cition over many 
aspects of the educational programme which are presently centrally regulated. 
Municipalities will also be given greater frfccdom in the use of salary grants and . 
will be able to transfer certain resources among different schools, grade levels and 
student groups. Finally, there will be some decentralization to the school level. 
Individual schoi>ls will be given the responsibility to plan and establish a school 
day that will include free activities as. well as lessons. 



UNITED STATES 



Background Information 



The United States is a federally organized countr^^ which contains 50 states, 
the District of Columbia, the Commoi)wcalth of Puerto Rico, and a number 
of other overseas possessions.' Under the U.S. Constitution the Mates have 
plenary power in the field of education, siace authority in this area was not 
specifically delegated to the federal government. 

The United States, with a population of over 210 millions, is the most' 
pOpiA^ of the couiYtVies examined in the study. In 1974 there were 22 300 000 
child|RI|bnroIled in grades (1-8) in 65 000 schools. Just uqder one-tenth of the 
total enrolment is in non-public schools. 

Of the .two states examined in detail, California, * with over 21 million 
persons, and one-tenth of the United States total, ranks finsLin terms of population 
size, wliile Florida, whose population had grown to 8 300 000 in 1975, ranked^ 
ninth among the states. The two $tates diflfer substantially in the size, structuring, 
and organi^atioa of theiif elementary school systems. California has over 
1^ 'schobi distncti^ a«a'%bout 5 SOOOOO cftementary tind 1 500 000 ^wcondary 
school -.students in 1974^ of whom 626 000 were in the single Los Angeles school 
district. Florida h«d only 67 school districts and 1 420 000 elementary and 
460 000 secondary students, with 80 per cent of FlOrida*s sfliidents concentrated 
in about twelve districts, 
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Finance Arrangements 



The arrangements for financing primary education in ll^c United Slates bear 
strong resemblance to those described previously for Canada, since there has 
been subsuintial interchange of ideas and practices between the two countries.. 
As in Canada, education has historically been thought of as a special fun<^tion 
which should be finynccd separately from other local services. In pursuit of this 
objective states provided for the creation of separate school districts whose 
elevated or appointed boArds could levy jaxes in support of the schools in the 
distrkn and make major decisions about the structure and content of schooling. 

In recent years the role of the states in the financing of education has 
increased substantially, with the average state share of ^tate-local expenditures 
rising from about 40 per cent in 1960 to about 45 per cent in 1975. However, 
local revenues still constitute a major portion of primary education funds. New 
Hampshire represents an extreme example of this, with an 8 per cent state share, 
but many states are still below 40 per cQnt, and only a handful fund at the 
60^ per cent level or higher. Florida and California, the two* states examined in 
t^iCLUnited Stoics study, are, in different posnions relative to the national average 
il\ level of state funding. Florida is substantiall>s^alx>ve it, with the state share 
at 62 per cent in 1973-74, while/ California is a^roximately at tho national 
average, with a 46 per cent share in 19.73-74. . 

Despite t^ie differences in funding levels, both states share a number of 
charafteristies in common. First, they have both substantially increased their 
shj^re of education J^evehues in recent years. In Florida the state share has risen 
from 57 per cent in 1970 to its present level, while in California the rise was 
frc^m about 35 per cent in 1970 — a 10 per cent change in a period of a few years. 
Second, they represent state governments that have made ^substantial efforts tg 
introduce greater equalization into their educational finance mechanisms, The 
Florida system, enacted in 1973, is generally viewed as a model of reform for 
other statqs, , " 

The California system, which was modified in response to a decision of thd 
California Supreme Court which overturned a previous statute, has eliminated 
some of the more disequaKzing fcaJLures. A brief outline of the mechanics of 
each of these systems is presenT<?3below, 

- I he Florida system ot mtergovernmerital transfers operates in the following 
,way. Each school district In the state is required to levy an eight-mil^* property 
tax rate, in return for which it is guaranteed receipt of sufficient funds to cover 
the cost of a basic level of school provision,. or $745 per pupil in 1975-76* » 
However, the student count is^weighted to take account of differing pupil needs 
based on age^and programme requirements and differential costs of educational 
services across the stattf; For example, in recognition of the importanct of 
early childhood education, children in grades K-3 are counted 1.2 times children 
in grades 4-9. Other weights are used for special education students and students 
in vocational education programmes. There is', also a cost-of-living factor hanging 
from $0.91 to $1.09 under which a district's total cost level is adjusted up or 
down to reflect differential living costs in differing parts of the state. 

School district tise of funds in the basic programme in Florida is relatively 
free of state regulation. Much tr^itionai .state regulation, in such areas as 
teacher^? salaries and pupiNteacher rAios^, w^s eliminated when the new formula 
^riemem. m^ver, PIt)«da Wtunds'S^riumW^^ 6^ categorlb&f pwgrlifiities 
and provides additional funding for children with special needs. To insure that 
fui\ds are spent on the target groups, the state has developed a regulatory 



3. An eight mill property tax means a tax oVo^S cents 0/ dollar of assessed valuaticM). 

^ ■■ • r ^ ■ 
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mechanism known as school site budgeting and accounting. The 1973 statute 
required a detailed budget for each school to demonstrate the link between the 
receipt of specific state funds and the operatioa of special school-based pro- 
grammes, and to allow ihc state to trace its funds to school sites and pupils. 

I'he California schmil finance system is also grounded in the notion of a 
basic or foundation programme, but uses difTtirent instruments to finance it. The 
programme is based on the assumption that there is some minimum acceptable 
expenditure level of ciliwiition that the state government should guarantee to^ all , 
students, regardless of their schiwl districts' fiscal capacity. For primary schools 
this was fixed at $SXX per pupil in 1975-76. To provide this amount, the state 
distributes aid under two types of payments: basic ard and equalization aid. 
Basic aid is a flat amount of J}>M25 per pupil. Equalization aid works in the , 
following way. 

Hach local district is required to contribute a part of its local property tax 
to the support of the foundation programme. Ihis amount is determined by 
applying a computational tax rate to the district's assessed valuation. If this 
exceeds the foundation level the district will receive only the basic. $125 per 
pupi! from the state. If the local contribution is less than the foundation level 
the difTerence between them is provided in the form of cquaiization aid. Districts, 
however, are not prevented from spending alx^ve the foundation level or from 
taxing at higher rates, 'indeed, they frequently have to do so, as a result of . 
inflation and rising educational costs. Consequently, schix)l districts have widely 
divergent levels of educational expenditures per pupil, that tend to be strongly, 
associated with local fiscal capacity. In short, the system has a number of 
equalizing features, but still falls considerably short of complete equalization. 

< I he basic school programme in California is not subject to a great deal 
of direct regulation. However, school districts are mandate(^ by the state to 
provide a substantial, number of programmos and to meet certain programme 
requirements; these clearly limit local autonomy and control over expenditurcs\ 
Nonetheless, in the area of taxatioi\ and expenditure beyond these minima and 
re<|uircments, local autonomy remains ah integral part of the California sjystem.! 

In the area of categorical grants, which are targeted to children with ^pe9ial ,^ 
neecl^, there is more extensile regulation of the distribution and i^sc>f* f unds;^ <. 
Some of the major programmes jnclude, in order of funding JevtrlV \ \ 

Special Education Programme . ■ \ 

Compensatory Education Programme - ^ 

Educationally Disadvantaged Youth Programme | 
Early Childhood Education Programme 
I'extbook Programme ^ 
'Special Elementary School Reading Instruction Programme 
Bilingual-Bieultural Education Programme ^ 
However, unlike Florida, which has extensive monitoring of the flow of funds at 
Ihe sub-district level; California does not scrutinize the distribution of categorical 
funds by local school districts, s Consequently, there is some uncertainty about 
whether the extra money reaches the targeted popufations^ ^ 



Fedefal-state 



As in most other federal countries, the federal government in the U.S. has 
historically playeci a small role in the financing of education, since the. function 
has conslituti6nally been reserved to the states. Up until the J 960s, federal 
revenues constituted less than 4 per cent of the total and were directed to a few 
specific programme areas. 
H^n* recent years, however, the federal government's role in school finance 
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has Iflicreascd considerably. Today in the United States the federal share of 
eduwtiontevenucs has stabilized at arountl 7-8 per cent, after reaching a high 
of about'9 per cent in the early 1970s; However, there is a substantial variation 
irt the ^pderal share across the states, ranging from about 29 per cent^in Alaska 
bhd 24 per cent ip Mississippi to 3.9 per cent in Wisconsin and 4.6 per cent in 
Gonn^ticut in 1973-74. 

IiT^ntrast with state aid systems, which until recc^lri^ have been pre- 
dominant^ general aid, federal aid io the United States is Vgely distributed 
in categorical grants targeted to particular pupil populations. In 1973-74, federal 
aij|k>tt> elementary and Secondary education was about IK4.2 billion, of which 
about $2.3 billion was directed toward disadvantaged children (largely under 
Title I o^the Elementary artd Sccondai-y Education Act of 1965), JpSOO million 
to vocational education, and $300 million for handicapped children. Other 
programmes have Jt>een developed to finance libraries, guidance equipment, 
provide technical a)ftfetance and Staffing to state education departnidnts, promote 
innovation and parental involveijicnt in education decision-making, but they 
remain a^silnal! part of total federal aid. 

Policy Issues 
Equalization 

For the last decade, school finance equalization has been a major policy 
concern in most states in the United States, In the wake of a flurry of lawsuits, 
many states, including Florida, reformed their school fiostice systems through 
the adoption of new school finance statutes, pther states, indttdiii^ California, 
modified existing finance mechanisms with the objective of introducing, greater 
equalization into the systemV Equalization might also have become a" major 
policy concern at the federal level, had the U,S, iSupreme Court upheld the 
Texas school finance system in the Rodriguez decision. Neverthele«;-the f^ral 
government continues ^o maintain an interest ^4;lhe provision of addiponal 
resources for children with special educational needs. . / 

To achieve equalization, both Floridly and California use a variant of a 
"foundation'* prognojime. Under thijy. approath, described in earlier scctioos, 
the state attempts to guarantee that at least a minimum atnount will be spent on 
every child in the state, regardless of geographical situation. In other words, the 
state attempts to provide some degree of expenditure equalization. JBoth systems 
also move in the direction of tax equalization^ simply defined as "equal dollars 
for equal tax effort", but certain features of the/Califomia finance system clearly 
work coui|pr to the objective, 

Both states also recognize the need for providing additional . resources ftfii 
. children with special needs. California u§es a categorical programme apf)r0ach4: 
similar to the one used by the federal goyelrhment, which provides addition&l 
resources to school districts outside the basic aid form^a. ^n CbntrMU Florida 
provides addi^nal resources lo high'-need students through & iBodificatbn of 
its basic aid fbraiwla. High-fwed students are '*weigh*cd'\.or counted extra when 
state aid calculations are made; In torttrast with most other states, tHorida also 
attempts to ensure that these resources are actually spent on the student-tlicy 
were intended for through a financial aiccoupUng ^^echanism which traces the 
riow of dollars tct children iri individudl schools. • ^ 

■ ' ■ ■ / 

4. A recent decision of the California Suprenx?^ Couft rufcd {hat th^ chdn»ei wtrt 
still insufficient to establish a finance system that was sufficiently dcftkched from diffcrencet 
in local property wealth tq l>e acceptable by the courtt. 



Autoftomy and parental vhoUr 

The cxtcnsioii of the U)cus of fisciU decision-making bciow the sCh(H>l district 
IqvcI to\inchide either sch(H)I-sitc admiinstrators or parents and students has in 
recent years become a policy ct)ncern in many states. Towards this objective, 
Morida has begun an experiment with sch(H)Ksite hmip-sum budgeting. Prior 
to its adoption in 1073, most I lorida schc>oIs operated under standafd [Krsonnel 
and programme formuhie that were esCublished by the central schw)! district. 
SchcH)l principals could not adapt the standard educational offering to their 
particnlar IcKal conditions. Under the present legislation, reallocation of resources 
among dilTerent programme areas in both permitted aiid encouraged by tKc 
state. In the particular context of l lorida scluu)l politics this presumably iiUffties 
a greater degree of rcsponsivciicss to local parental preferences than would 
otherwise be the case 



YUCOSLAVIA 

BACKiiROUNI) I Nl OKMATION 

The govenunent structure of Yugoslavia is organized along federal lines. 
The country contains six Republics (Serbia, Croatia, Slovenia, Montenegro, 
Dosnia-Hcr/egovina aiid Macedonia) and two autonomous' regions (Kossovo and 
Vojvodina). U-nlil recently the Republics had major autlu)i'ityMn th<P area of 
primary education. However, much of this authority has recently been delegated 
to lower governmental levels. 

Yugoslavia's population of about 20 million places it in the middle of the 
ten-county sample. 

In 1975-76 Yugoslavia's primary school population totalled about 2 850 ()0()» 
enrolled in 13 442 schools. All of these were government-established institutions. 

FiNANcn Arrangf.mhnts 
Repuhlic-Corjmwniiy 

In the period since 1945 Yugoslavia has consistently moved in the direction 
,of greater decentralisation in the provision and finance of public education. 
Along with wide, decentralisation has come a serious attempt at deburcau- 
cratization -of school administration — an attempt to move administration out of 
the main channels of local and republic government and into the control of a 
set of cooperative and popular participatory institutions. Until 1958 the Yugoslav 
central government played a major role in the modelling of the school system. 
Then in the late 1950s the republics began to pass laws in the area of education. 
In the federal coiistitution of 1963 republic competence in this area was fully 
cstijiblished. Most republics have exercised their constitutional authority through 
the cstablishmeut of minimum education programme standards and through 
regulation of such elements of the instructional programme as class «!Zc» subjects 
of instruction, length of the school year, and teacher qualificatibns. They also 
finance a portion of educational costs. 

Through the 1960s and the 1970s, however, the Yugoslav system became 
even more decentralized. The General Law on Educational Finance (1966) 
mandated the establishment of "communities of education"; undeV the 1974 
Constitution they became the ''self-governing interested communities of edu- 
cation" (SGICEs) the executive authorities in the field of education. The 
SGICKs are associations of citizens, employed persons, and leaching personnel 
who receive tax funds and administer Ihe schools. At the commune level, they 
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•ppMr to have much in common with the school boards foupd in North America* 
except that they offer a definite and important role to teachers and other school 
personnel. SOlCEs are also established at the school level on the one hand 
*and at the republic level dn the other. They are presently accorded the power 
to i^iitablikh' tbe cost of cdOcaiion (level of expenditure) and to make decisions 
on?ilM alioo«t?On of resources among Various education categttfiqsr Thpv al^. 
enjdy the option of **adding"on** above the minimum programme standards defined 
by the republic, cither through ta;iation or through voluntary contribiftions from 
citizens, The SO ICE at the commune level submits to a (axpayer*s vote one of 
threp levels of cost per pupil: high, middle, or low. A high level of provision 
requires an expendituA per pupil that is 23 per cent above the middle; the low 
level, 23 per cent below. In terms of level of funding of the overall cost of 
elementary education the local proportion is quite high— about 85 per cent, on 
average, for the country as a whole, Thus, the Yugoslav system is now quite 
decentralized — both at the level of provision and at the level of finance. 

Via the republic SGICEs most republic governments, however, » provide 
soine forms of intergovernmental transfer to the SOlCEs. The grants, which 
include a general grant for the development of less developed regions and specific 
grants for particular 'educational problems, operate in the following way. 

The general grant is distributed to SGICEs unable to finance elementary 
educatiof) at the pedagogical standard defined by the republic (this standard 
includes the following elements: personnel expenditures, material costs, and 
amortization of basic loans). SGICEs are provided with supplementary resources 
in the amount of the difference between the defined pedagogical standard- and 
the available resources of the community, estimated by the application of a fixed 
income tax rate on employment and agriculture and certain other contributions. 
Thus, in some of the poorer communities, the local share of expenses for 
elementary education declin<fs to about 65 per cent, while the republic share 
rises to about 35 per cent. ? 

Republics have also taken an interest in two major programme areas of 
current expenditures. TJjc first is bilingual education. In nationally mixed areas 
instruction must be provided in two languages, which results in costs about 
25 per cent higher than those in monolingual schools. Most republics provide 
the revenues for these additional programme costs. The second area Js special 
education for handicapped children. Whefc these children require special schools, 
or special classes in individual schools, the republic makes a substantial contri- 
bution to their p»ovision-n-on average about two-tWrjls of the total cost. 

Capital expenditures are also financed by most republics on the basis of the 
fiscal capacity of the SGICE. The fraction of total capital expenditures that 
must be borne locally follows closely the relation of local income levels to the 
republic level. In one of the republics, for exanTble, localities with a per capita 
income at 20 per cent of the average for the republic must fund only 20 per cent 
of capital costs, while those with 91 per cent or more must fund at the 80 per cent 
level. The republics also provide SGICEs With investment credits carrying ten-year 
repajrment periods* ^ . 

The Federation-government makes funds available in the form of general 
block grants to the less developed republics and to the autonomoufs region of 
Kossovo ifor general development purposes, including the support of schools. 
These funds currently amount to about 2 ptt cent of the Yugoslav GNP. The 
republics* in turn, allocate these funds for local economio, development, and for 
education and training. 
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EqiHiUzdtion . \ * 

The Yugoslav approach to equali/atioti focuses mainly on the equalization 
of tinancial resources. Repubhe goverirnients allwate funds to republic SOIC'Mh^ 
' who ill turn transfer resources to local SGIClis in inveijic ^hition to their fiscal , 
capacity to supjxirt education, m order to bring the level of provision in piX)r 
SCilCHs up (o a republic-defined standard. The bederal government also n^ikcs 
funds (via bunds for the Supplementary Mnahcing of SiH:ial Services) available 
to less developed republics and regions for the iup|H)r( of schixils. hi addition, 
the republics provide additional resources in th* form of categorical grants for 
(wo areas of national concern, namely, bilingual education and >u)ccial education 
for handicapped children. V 

Autxynomy and parental choice 

'In the last two decades. Yugoslavia has moved rapidly towards deccn- 
trali/alion and denuKratization of educational decision-making. 

Yugoslavia is presently corlibining a great deal of local autononiy in matters 
of sch<x>l .finance with a unique system of cooperative sclux>l systtni gtwcrnance, 
in which teachers, parent^ and representatives of the UKal electorate share 
responsibilities. I he principal aims seem to be to debyreaucratize school govern- 
ance* to specify and agree a "contract" of sch(X>l service between school personnel 
and (he community^ and to generate x^^ys of making sch(x)l personnel accountable 
with respect to their jx^rformance on the agreed contract. Jhis approach to local 
autonomy echoes the trends that have been developing in many of ^hc countries 
under review, as teachers and parents, particularly, seek to add elements of* 
participatory decision-making and co-determination of policies tQ the traditional 
structure of governmental provision and control of the schools. 



Chapter II 

FlNANaNG INSTRUMENTS FOR PRIMARY SCHOOLS 
AND MAJOR GOAI^ OF POLICY 

* 

Over the past decade, all of the ten countries represented In the study have 
dcmohstratcd parallel interests in certain major ^rcas of educational policy. The 
leading concern has been for resource and/or service equalization, together wlUj 
provision for special needs. In addition, there has been continuing attention t>«ld 
to the matter of the liKus of control of the schools, and to questions relating to 
parental choice of schooling. As the previous section demonstrated, the countries 
have developed a variety of approaches, employing both flr^anclal and non- 
financial instruments in pursuit of these objectives. This section will attempt 
to synthesize some of the material presented previously, and will, identify some 
of the strengths and weaknesses of the diverse country approaches to each of 
the policy areaii. 

y 

I. EQUALIZATION 'J 

I. Financial Instruments ; „ ' '/i 

There are major differences in the financing arrangements employed by the 
differem countries to approach equalization among localities. We may first make 
the broad distinction between those countries (jurisdictions) that leek to equauze . 
resource levels fo^ public services (in particular, for education). In the expectation ^ 
that that will facilitate equalization of service levels, and those countries that secK * 
more directly to equalize service levels. Resource equjtlzation is the pnmwy t 
aim in Australia, Canada, Germany and Yugoslavia at the J«df«J-P~;J;^^^^ 
(state/republic) Interface, and in Ontario, in the states of the United States, in 
the Yugoslav republics, and in England. While attenilpn to equalfctaUon of 
resources among the localities is by no means absent in the other wuntries, the 
primary emphasis irt Australia. Germany, the Netherlands, and Sweden is on 
equalization of the levels of service among the Idealities. 

Some o1 the countries employ block grants alinost exclusively, while^ others 
rely more heavily on categorical grants. In yet others, a conjblBatlon of oioci? 
and categorical grants is employed. Some countries opt for full or pajW cetotod * 
assumption of costs. The distribution mechanisms are also quite varied. .Th^ 
include flat grants, foundation progran^nes, as well «s a rtnge pf cqujaiitUon ^ ; 
formulas. Nonetheless, some ganeral approaches to flnanclnir^eauaHwUon c*n ^ 
be discerned among these apparcittly unitize arrangements. The bjoad pattefni 
inclutle lull central funding, as well as a number of variations on the pattern of 
mtx4d centful'local funding. These varied patterns will be examined in the 
sections which follow. , 
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hull central fumlini^ 



I wo of (ho ()F;CI> countries (Australia aiu! the Ncthcrlancls'^) use a system 
of virtually full central govcr|^ient funding as a means of equalizing educational 
.services In these countries the central governments the states, iiy the* case 
of Australia- establish service standards in different categories of expenditure; 
for example, teacher costs, plant maintenance and ojvration, and trans(H)rtation, 
which serve as (he basis for distributing central govejfnment funds. In Australia' 
the stai\dards are dctfcrmincd annually, whercafc-irf the Neiherlands they arc 
based on municipal ex|x;nditurcs in a previous year with ann\ial adjustments for 
cost increases. However, in Iwth countries the full cost of these dcterminaUons 
is financed at the central government level. 

An area of difference l>etween the Australian and the Dutch finance systems 
concerns the provision of additional services beyond the centrally-established 
reimbursement level. In Australia, some private contributions are permitted for 
expenditures such as books and uniforms %hich are not fully provided for from 
public and non-public schools is thus guaranteed. However, across municipalities, 
Irated in higher, rather (han lower, income areas. However, the jisparily in 
provision is partly offset by additional government grants to the latter. In (he 
Netherlands, too, individual municipalities may employ additional tcac*)ers 
(especially vocational teachers) on condition that parallel provision is made for 
the non-public schools. Parity of provision within a municipality between the 
public and ^ion-public schools is thus guaranteed. However, across municipalities, 
there may be some disparity in teacher resources above the statutory level which 
is not compensated for by additional central government grants. 

Mixed ictUral-locai furulirif^ 

In most of the (en countries studied, a mixture of central and local govern- 
ment funds is used to achieve the objective of equalization. These mixed-funding 
arrangements fall broadly into three major classifications. I wi). of these use a 
cateiionial grants appioach lo the problem (although untied equalization grants 
for non-educational services frequently accompany ^ihe categorical grants) while 
the third relies almost exclusively on block gtarus which .are distributed using a 
fiscal equalization mechanism. 

i ate^oriciil funding 

I he first of the categorical approaches, used by Sweden and Garmany, 
focuses primaiily on the financing of teacher costs. In th(;se systems* teacher 
requirements for each commune are determined centrally on the basis of standards 
of class size, pupil-teacher ratios, minimum teaching hours, etc., and are fully 
funded by the central government, and in the case of Germany by the Liindcr. 
In wSweden, the municipalities are reimbursed by the state for their approved 
standard tcachef costs, smd the funding takes the form <^f earmarked grants. 
In Germany, tlie Land assumes the direct respi^nsibility for paying teachers' 
salaries and, as the Schultriigci do n6t actually receive the fuhds, there is simply 
no opportunity for them to use the Land funds earmarked to pay teachers* salaries 
for any other purpose. 1 he cmplo)'ment of additional teachers (above the 
reimbursement standard in Sweden, of at the localities* c^pen^c jn Germany) i^ 

' ' • • ■ i 

5. Although 'about 10-15% of local" goverhnicnt revenues^ in ttic Netheilijndii mt 
derived from local sources, thej^e are used lo c^vcr a wide range of expenditures, iiltluding 
schools, so that (he scIkh)! system for all intents and purposes, fully fundcil at the central 
level. 



not iK*rnutlccr'. These icsdictiDus priwidc a polciU bnsis for cqiiali/ing (cachci 
services ill SweJeii ami in eueh of Ihe I aiulei. Apai( (roiu the limits set by 
geography and ileniography, k>eali^es shouki be able to provide approximately 
cqiiali/ed teaching statTs. ' 

111 cofilrast with teacher ^cmces, I here is less direct tiiumcial cquali/ation 
of other current operating e)^enHitiires in Swetlen atid (Jerninny. Rather, these 
cpsts are 'hnanced moic heuvily from locally-raised revenues CVntral govern- 
. mcnts ilo, lK>wever, attempt to ec|uali/c the ability of kKalilics to provide these 
servkes inilirectly ihroug!) general cHiuali/alion gjanis which can be uscil for 
education as well as for other governmental functions. Ihese are generally 
distributed inversely in relation to fiscal capacity and directly in relatii>n to need 
for public services In (iermany, ail of the l ander coiUrjbule direct hnancial 
assistance to ihe (iemcinilen, fri^m which the costs of eilucatk)nal mateiials and 
other school operating expenses may be mct» but the jnecisc disbursement 
meehanism« e.g. Hat grants, cc|uali/ation grants, etc , varies markcilly from I. and 
to I.amI, and is difhcull to describe generally. 

Tlie second of the categorical apjifoache^ to achieve equjfcyation, used by 
Norway, is in many xyays i|uitc similar to^lhe ajifMoach usedrry Sweiltn anil 
(Jcrinany. Ihc |>rimary focus of the hnaiurial meclianism isSi^in oii teacher 
services rather than on total cxpciulitures. However, in Norway these ci)sts 
are not fully fuiulcil by the central government. Insteaii, they arc linaneed 
through the use of an cquali/ation formula which reimburses liighcr proportions 
of teacher costs in poorer conununcs than in wealthier ci)nummes. In addition, 
legal regulations c!isurc higher teacher pupil ratios in small, poi>r and rural 
conununcs. While the average level of central reimbursement for teacher costs 
is alK^it <>,S per cent, the range is from 25 per cciU in the richest commune to 
about 85 per cent in the poorest. Other expenditures, with the exception 
of transportation and acconunoilation, are usually locally financed in Norway. 
However, ;)s in Sweden and (Jermany, the central government di>es provide 
indici^et assistance through a tax equali/atiiMi grant which can be useil for a range 
of transportation ami aet.'i>nuni>dati()n, arc usually locally linanccil in Ni>rway. 
ti> proviilc a higher level of service, measured in terms of costs |)cr pupil, than the 
wealthier ones. 

Block }:fwt(\ 

riie second mixed centraMocar approach to primary school linance equal- 
ization relies almost exclusively on block grants by central governments to local 
units. The basic allocation principle of these grants in different counUics is 
fundamentally the same: central government funds are distributed to localhics 
in inverse relation to local fiscal capacity. However, the grants differ in a 
number of major areas. 

One- area of difference is in the functions which may be served by the grant. 
In Caiuida (Ontario), Yugoslavia, and the United States, for example, the grants 
arc cduclUion-speeific. Although l.ca.s in the United States and SCiICEs in 
Yugoslavia can transfer resources among categories of educational expenditure 
and among levels of schooling (Ke a.s in Ontario can do the former, but not the 
. latter, since there arc seaprate secondary school districts), they cannot use the 
grants for non-cduelition purposes. In England, in contrast, the grants are gciteral- 
purpose. Even though a portion of the grant is calculated on the basis of ediN 
cational requirements, local governments may use these resources to finance 
other municipal functions. - . 



6, Hesjic iN one. land that dt>cs permit this, but is cxccptH>nal 
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Ihc cchication-spccilic giants also reflect what might Ik called different 
philosophical approaches to ei|uali/ation. l of example, l>oth California and . 
Morida use what is called a foundation approach to equalization. Under a 
foundation fornuila, the sU\h determines a level of expenditure which 
districts must s|>ond in order to provide at least a minimum quality educational 
programme. (UsuaUy the level is at or near the state average, although the range 
among the states of the United States which use this approach is substantial) 
rhe state then sets a pro|>crty tax rate which seh(K)l distriofs must levy in order 
to participate in the progranuue. If districts, though using Jnis tax rate, can raise 
less than the foundation level, the state makes up the flitTerence l>ctween the 
two figures. In other words, up to the foundation level, state resources are 
distributed in inverse relation tp fisciil capacity, measurec^ in property Wealth 
per student. 

Ihc Yugoslav approach is quit^^jjpmilar, although the term *7oundution 
programme. (Usually the level is i>t j/f^*^" ^^^^^^ average, although the ranges 
S(JK H ana the republic Institute f^niic Promotion of Hdueation. delino three 
(high; middle, low) service standard^ from which a lotai SOK E selects the one 
it wishes to provide. 1 he yield from a given income tax rate is used as the 
criterion for assessing local capacity to finance education, l.ocal education units, 
SCiK lis, which cannot raise sufficient revenues KKally to attain the /educational 
service standard selected obtain the required resources from rcpunlic SGICK 
equalization payments. 

The approach used by Ontario, though operationally similar to the foundation 
programme, has a slightly different basis. Under the "percentage equalizing" 
concept, local districts, rather tljan the province, have the authority to establish 
an expenditure reimbursement level, up to a maxinUim level determined by the 
province. However provincial aid is distributed in inverse relation to pro|>erty 
wealth. Thus, where two districts decide on the same level of expenditure, the 
district which is richer in property-valuation will receive a lower level of 
reimbursement from the province. 



2. I lll vSrRl N(iniS AND Wl AKNI SSI S Ol- niM VRi NT AlM^R()A< HIS TO FQUAI - 
IZATION 

Ihe ten countries have approached the problem of equalization using both 
a combination of fiscal and non liscal devices, as well as a variety of financial 
instruments. At least in theory it would appear thiH any of 'these approaches 
could achieve the objective of equalization under the right set of circumstances. 
Using the standard of ^'equal treatment of equals", a system of full central funding 
would be perfectly equalizing, if all educational inputs, including teachers with 
higher levels of experieiice and education,' could be distributed evenly across 
the country, state, etc. Ihc same result would be produced under a mixed 
funding approach* which relied on ciitegorical grants, agafn, if teachers were 
evenly distributed, and if central rcimbuitsement of other operating costs was 
sufficient to reduce or eliminate disparitij/s bWd on varying fiscal capacity. (The . 
latter could also be furthered through VeguhihtMi setting fairly restrictive limitj; 
to provision at both the lower and upper ends of the scale.) Finally, the block 
grant equalization approach could also achieve a reasonable level of equalization 
if the equalization' level were established and funded at a level high enough to 
provide >a high quality educational programme to all children, regardless of their 
district's or municipality's local wealth. 

In reality, however^ it seems reasonable to conclude that none of tl>p 
countries' finance arrangements has actually succeeded in achieving full qqual- 
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ization. Even where u reasonably equalizing system has been developed, individ- 
ual elements of the system mivc had unintended consequences which arc 
discqualizing in their impact. Furthermore, continued equalization may roquirc 
adjustments in the system, as demographic and economic changes alter ttie 
foundations of previously-established arrangements. Thus, equalization continues 
to be a scnight-after,;^athcr than a firmly achieved, educational policy objective 
in most of the ten coAitries studied. 

Full ientral jundinfi \ 

yNTlie Dutch approach to primary schcx)l finance demonstrates some of the 
mrenglltK and weaknesses *of a system which is fully centrally funded. Its major 
^strength lies in its virtual elimination of IcKal fiscal capacity as a determinant 
of expenditures for education and the development of a progressive system of 
centralized revenue-raising. Fhe system* has also succeeded in establishing a 
degree of expenditure equality between public and non-public schools which is 
unusually high among the countries studied. However, a few of the limitations 
of the Dutch approach also merit attention. One of these centres around central 
government reimbursement of locally-incurred costs. 

Reimbursements for educational expenditures in the Dutch system work to 
perpetuate existing disparities among municipalities, since they are not based 
on the previous year*s expenditures but on expenditures in a base year (formerly 
1^62, presently 1968) with percentage adjustments for price and wage increases. 
Thus, municipalities v^hich funded a particular service in a base year will be 
reimbursed for current expenditures on that service, while those that did not — 
either by choice or because of fiscal constraintSY-will not re<?eiv(5 reimbursement 
for these same expenditures. However, frequcirt updating of the base year, or 
advance funding of services in places where they are not provided, up to centrally- 
established levels, would work to eliminate this deficiency in the funding 

mechanism. 

I Another issue raisejt^^ the Dutch approach to primary school finance 
concerns the i^rovijiirffof additional teachers by municipalities above centrally- 
determined reimbursement levels. On the basis of the experience of other 
countries, this could create disparities in teacher resources which are related 
to the fiscal capacity of the municipality, since these additional tcafchcrs arc 
financed from the small portion of total revenues which are locally-raised. Again, 
however, inter-municipal disparities could be reduced by imposing a ceiling on 
the number of teachers which a municipality could add on. 

Mixed central-local funding 

Categorical funding 

The strength of the mixed-funding approach which uses categorical funding 
to finance most educational services would seem to be in the area toward which 
it has primarily been directed, namely, teaching personneL As the authors of 
the German, Swedish, and Norwegian case studies point out, given the limitations 
imposed by geography and other uncontrollable factors, the systems have 
substantially equalized the provision of teaching personnel among Gemeindon 
within Liinder in Germany and among municipalities throughout Norway and 
Sweden. In Sweden this has been accomplished, ajt least in part, through the 
provision of extra salary allowances for teachers in remote areas. 

The approach, however, seems to be weaker in its ability to equalize other 
non-teacher Services; where these costs are not reimbursed by central government 
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funds. . Consequently, municipalities which have the fiscal capacity frequently 
provide greater resources in these other areas, often with lower tax burdens. 
As the author of the Swfcdish study demonstrates, the more populous, more • 
highly urbani/ed, and richer municipalities generally spend more per pupil on 
a liost of noi\-compulsory educational services such as libraries, welfare, and 
audio- visual cc|uipment than -do smaller and poorer municipahties, frequently while 
taxing themselves at lower rates. Although poor numicjipalities are assisted by 
the tax equali/.ation grant, this dws not suffice to iron out the advantages of 
wealthier n^unicipalitics. 

- Regulation could and often does, of course, play a role in reducing dispar- 
ities by mandating tH>th maximum and minimum provisions of npn-tcachcr 
services. Municipalities which presently do not provide particular educational 
.ollerings can be required to do so, while others which presently provide 
substantial additional offerings xan have limits placed on the extra expenditures 
they are permitted to make. However, regulation alone would not ^eem to 
suffice if tax burdens as well as expenditures are to be equalized, since poor 
jurisdictions would only be able to provide the additional services with above- 
average tax effort or by diverting resources from other functional areas. Central 
government Imancial assistance would seem/ to bo required in addition to 
regulation if Jax and expenditure equality are to be achieved. 

Ihc above discussion raises an important policy question, to what extent 
arc resource equalization and expenditure equalization compatible? Can a 
system which aims at one objective achieve the other as well? It would appear 
from some of the cases presented that systems which use regulation to equalize 
expenditures (or services) may achieve it only at the expense of tax equalization. 
By the same, token, finance systems which aim at rtsourcc equalization by 
neutralizing tl\e effect of local wealth on expenditures may not achieve expenditure 
equality if the level of tax effort is left to local discretion. On the other hand, 
resource and expenditure equalization need not be nuitually^xclusive. Central 
government mandate of a required level of service, backea up by a fiscal 
mechnnism to finance it, could achieve both educational finance objectives. 

) 

Block grcjuts 

1 he third approach to equalization which relics ort block equalization grants 
also has a number of strengths and weaknesses. Both the Ontario ^ percentage 
equalizing" approach and the Florida 'foundation*' approach exhibit some of 
the prerequisites of the successful operation of this typa of approach to equal- 
ization. Among their strengths are a relatively high level of central government 
funding of approved education costs (60 per cent in Ontario and 62 per cent in 
Florida) which limits reliance on local wealth, as well as a high cost Reimbursement 
level. (In Ontario this level was originally set between the 80th and 90th per- 
centiles in weighted per pupil expenditures.) The Florida system has also placed 
restrictions on local tax eifort, both at the lower and upper ends. This has 
worked to reduce expenditure disparities, as well as tax disparities, since weaUhy 
districts can no longer add to their expenditures more easily than poor districts. 

In contrast with the Florida and the Ontario systems, the California system 
highlights some of the deficiencies of the block grant equalization formula approach 
to the task of equalization. Despite a substantial, increase in the level of state 
involvement in and support of education in recent years, the proportion of state 
funding in California is still quite low in comparison with other countries in the 
study. Consequently^ local propcrty^^^alth continues K> exert a major influence 
on the level of local expenditures on education. Furthermore, the state aid 
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syMcni still conlains a nunitK:r -of specific elements which have a strongly 
discqualizing* effect. One of these is a flat' grant for every pupil in the state, 
which reduces the level of equjili/Juion aid to property-poor districts and provides 
wealthy districts additional expendilures above the foundation level. Finally, 
somewhat ineffective Ij^niits on additioiial expenditures by wealthy distiiels\ above 
the foundation level may virtually prelude poor districts from ever closing the 
gap between their own levels of expcnciiture and the state-wide average. 

The basic conclusion to be drawn from the experience* of couiitrlcs which 
employ this third approach to eqnalizatiorK is that, unless the range of fiscal 
capacity of localities is quite loW, full equalhtation cannot be obtained without 
a high level of central funding, a formula Nvhich concentrates most of the 
resources on poor jurisilictions. and limitations\>n local effort. As with the 
second approch,, regulation may be a useful insrrunicnt to guarantee at le^st 
a minimum level of educational service^ in certain kualities, but without central 
government financial assistance the tax burden which results fron) the provision 
of these services from local resources exclusively will be substantially* jiigher in 
poor localities. 



3. CONTROI VIA RlXUM A'nON Vl-RSDS Rl l lANCi: ON Ci:NiRA!. I^DNOING 

The distinction between policy instruments based on regulation and thhse 
based on finance n^«y be artificial since, as. most of the authors of the country • 
studies point out, there is frequently a strong connection between the two 
approaches to policy. It is as unusual to find regulations which do not have 
financial implications as it is to find financial instruments that are unaccompanied 
by any regulations. Nonqthcless, for discussion purposes, regulation and finance j 
may be considered as different emphases, for ther^* arc substantial differences 
among the countries in the combinations they have adopted of reliance upon 
regulation, as against reliance upon financing instruments (and, in partieulal^ 
on central funding), in their approaches to equalization. Although all of the 
countries employ regulation to at least some degree for the purpose of establishing 
a standard quality of offering among their subunits, some countries rely much 
more heavily on the regulation approach than others. A fourfold typology of 
alternative approaches is fftPtsentcd in Table 1/ 

It is apparent from Table 1 that the apprqachcs to equalization arc quite 
varied. Australia proceeds via complete centralization of bt^^th administration 
and finance. Some countries, most notably Gcrniany and Italy, employ both 
a high degree of central regulation ami a modctale to high level of central 



Tnhic I Achieving equaiization through r^gdiiition 
and fin»nciai Instruments In ten OF.CD countries 



Central regulation" 



Ivcvcl of central finance 



High (> 60%) 



Low to moderate (< 6Q%) 



High 

Aiiscrnlia 
Germany 
Jtaly 

Sweden 
Norway 



JUjwjo moitcratc 

Netherlands 
Hngland 
Ontario 
Florida 

Yugosfavia 
California 



a) The term ^^central" referfi Co the national government In the unitary 
AtatCK. and to the provJncei/states/repubHcs in Canada (Ontario). AuMralU 
an(i the United Staler, and Yugotlitvla, rtiipectively. 
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funding. In other cbuntrici, most notably England, Florilh. the Netherlands, 
and Ontario, thq emphasis is more on the finance instruments than «n regulation. 
StlU other countries, Norway and Sweden, for example, rely more heavily on . 
regulation than on central' funding t04 achieve equalizatixm. And finally, iwo of 
the systems (Yugoslavia and Califdrrfia) arc marked by low-to-moderate use pf 
Regulation and finance. altMough ill rtccnt years California has seen a substantial 
increase in state involvement In bcnh of-these areas. 



'4. GovfcRNMFNT Structure AND Equalization ..^ 

It is commonly thought that unitary states can "manage" a t^ven degree 
of equalization of acccssv to pi}bllc rciiources, expenditures or services more 
easily than federal countriA, and that they do In fact aqhieve higher degrees of 
equalization. I'fcrhaps thesJ assertions arise froni thte supposition that, in upltary 
states, local authorities at/ wholly the crjpiitures of the central govemttien^, while 
in the federal countries were cxISts an intermediate level of government between 
the local and national authorities—hence the possibility that local authorities in . 
unitary states are rhore subject to directfon !.and control in pursuit of national 
goals than they arc In federally, organised countries. Pexhaps, also, there exists^ 
the notion that the unitary statwMwc Systematically less diverse, and hence sturt* 
off with a greater degree of equality/ across regions than the federal countries. 

For the purptise of testing these propositions, thp ten countries in the present 
study provide us with five unitary stMes (England and Wales, -Italy, the Nether- 
lands, Norway, . and Sweden) and/ five federal countries (Australia, Canada 
[Ontario], Germany, the United States of America JCalifornia and Florida], 4»nd 
Yugoslavia). We shall examine each group In turn. 

The unitary states 

As we have noted above, three of the unitary states <the Netherlands, Norwav 
and Sweden) both attempt and achieve a great deal of equalizatioi^ of levels, 
of educational service witliln ihcif respective jurisdictions, while England 'and 
Wales concentrates on general (not specifl^cally educational) rissourcc equalization. 
Italy has probably attempted and achieved the least with respect to equalization, 
though In Its provision for central government appointment and compeniptlon 
of teachers It certainly has a potential mechanism for - the .achievement of . more 
service equalization than Is reported in the country study. „ . 

In England, the key device u8<^l to promote e^ualhsation is the "rate-support 
grant", a general purpose? block grant from the central government to the locftl 
authorities, that incorporates important "nei^s" and "resources" elements. There 
*are virtually no education-specific or categorical grants. 'While inequalities of, , 
school expenditure from area to area in England reihaln, and it is perfectly possible 
for local educatlofial authorities to starve their primary schools in order to ; 
spend more money on secondary" educatlo°h (or jeven iyi non-school purposes), 
school expenditure inequalities appeai; to have been held within fairly narrow 

limits. . - .. , 

In the Netherlands, Norway and Sweden, j^neral-purpose block grants to . 
local authoriti^^^jroVide for^equallzation of revenue bases, but the most important 
device is the sVvtsin of centril government reimbursement of all (or par^) of ^ 
allowable teachcr?5Statx costs; and other expeiises. Given the data available 
in the qduntry studies it Is not possible to make ^any comparisons among these 
three countries, or with England and Wales, with respect p their Success In 
equalizing expenditure or service levels across localities. 
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The fedvrol courUrirs 

When wlTturn to the federal countries, there is as mutrh equalization activity 
to be observed (and probably as nuich, if not more, sucecsji achieved) as in 
the unitary states. All of the federal authoritic?^ attempt eqiiali/ation of resource 
bases (in pai^tnership with their provincial/state authorities) by means of^some 
kind of general-purpose bliKk grant and/or tax sharing mechanism, 

In Australia, C^rtuida and Yugoslavia largo blcKk granfs arc routinely made 
to the provincial levels of governmenl; in (Jermany, the Lander share (with the 
Ciemeinden and the federal government) agreed proportions of the proceeds of 
specified taxes. In addition, the richer Llinder transfer part of their /'surplus'!, 
tax receipts to the poi>rer In the United States, general purpose federal aid to 
the states and localities is not as important as categorical aid, but under a 
recently established (since 1971) revenue sharing progrttnmie, such geneVal purpose 
aid aimed at equalizing acce^ to financial resources is slowly increasing in 
signifieance. \ * . ^ 

Jn addition, inMhe field of primary education all the federally organized 
countries (except Germany) provide for the transfer of education-specific funds 
from Ihe federal to state level, This type of aid is not very large in Canada, 
where the einphasis is on gencral-puipose federJil subsidies, but it is the most 
important means of transferring funds in the United States^ as mentioned, and 
atso in Australia. In Yugoslavia, the poorer sub-federal jurisdictions benefit 
from education-specific equalization grants, too, Gcrmaiiy irelies virtually entirely 
on general purpose tax sharing devices at the feder;iNLand level. 

Fiqualization of revenues at the provincial/ state level provides only a 
potential for the equalization of {imuary school expenditures, or service levels, 
across the provinces/states. To \Vffat extent do the federal countries manage 
^o transform resource equalization iillo Expenditure equalization? lite evidence 
presented below gives some sense of the extent of nitcrstate (province. Land) 
eijiialization in >|ie five federal countries. 

Australia has installed a sc^ of fiscal prcwisions that appears to result in' a 
high degree of cducationfd expenditure .equalization among the states (sec 
I able 2). 



Inhtc 2 Austniliu: uppn^ximate iinniiikl rvciimnt expenditure 
frtiii ^ta(e sources" per priniury .^udent In Kovemnient »ehools, 
by «liilc, 1974/75 



/ \ Stale 




Aas. $ 


/ ■ \ ' 

Nc\V SoiUh Waris 
Victoria 
Queensland 
So^illi Australia 
Western Australia 
Tasmania 


1 

'/ 


510 

550 % 

520 
520 
505 . 
540 


All slates: average 




* 515 


a) Inchuk'^ ddniini^Untivc. 
hul excludes ii|>ccific luirpow 


Mi|>ci»nniiiiilon nnd stisiknl (rnn!it><>rl (;ivtls, 
griuUs for piiinn^y cdiicntion from Coninu)n- 




wciOlh source ji. 

Soitrir: Australia, T»b!c 3 (Vol. I). 



TKe higher levels of expenditure per student xn Tasmanijj pifc^umably 
reflect the higher costs of selux^l operation in that state, but nuiinland Australia 
exhibits a remarkable uniformity of per student state avcrage^cxpenditurc. 
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^^^^^^^ ^^^^^^Aj^Jfg jmi&LaaI 



Pedcrrt a(dXlOO 
Total t6v«rainent 
Mpenc)|ture 



Index of perfMondl 
income per child 



54 
65 
123 
95 
116^ 

100 

w) Pvr^ont Md 3-M wtlj^d 1.0; thoM^\5*19 ytan cf Me, weifhted 

1.5. 

S0¥r<^: C0m40 JiOMrto), frem TabJa 3.1 (Vol. 1), 



Newfoundtknd 
New Brunswick 


28.2 


26.8 


Ontario 


2.5 


Manitoba 


12.7 


British Columbia 


' 3.3 


Canada ' 


9.0 



Table 3 illustrates the strong tendency toward resource equalization built 
into federal aid to public education iri Canada. The lower the wealth and ^ 
income levels of a province, the higher the proportion of Us government expen-^^, 
diture on education supported (directly and indirectly) by federal funds. Howcvej, ^^ 
as is clear Irpm* Table 4, sizei^iblc intcr-regional variations continue t^ exist across 
Canada, in terms of per pupil expenditures — reflecting to a. large rdegree the 
different priorities given to public education by the different provinces. ^ 



Table 4 CMUMlax expenditures per pupil In public educatton, 
1971.73, by region 







Can. $ 


Atlantic Provinces 




719 


Quebec Province 




973 


Ontario Province 




" 1*37 


Western Provinces 




J893 


Canada 




-^955 



Sotirct! RMtwM of V«MoMi) foUcht for BtbuMloM: CwMute. OECD, 
ini, T»bl». 7, p. 53. . 



Table 5 cfenionstrates how equali^tion of access to finatiqutl resources across; 
the wide-area L&nder in Germany .has resulted in. substantial reductioi\ in inter- 
Land inequalities, . at least as these are reflected in average financial resources ' 
'\>t the Oememden. Before equalization the ratio of <3en)ftiriden resources in the 
most affluent Land (Hesse) td^ the least affluent (Saarlayd) is 1.68:1; after 
eSiualheation tlii^tatio is reduced to 1.19 to 1. Although, as the data in Table 6n 
Suggest, dlspamkic from Land to Land in expenditures per pupil enrolled hi 
elementary ichobli continue to be substantial-Acertainly higher tKan those 
observed among the states of Australia^it is. important to note, that thie idtuation 
in Germany does not simply reflect pre- (or even post-) equalization JLah'd income 
orflnanciil resource levels. One of the poorer pre-equftlization Uinder» Schleswig- 
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Tibit 5 , daiMMft iliiirlil rMowvw ,«f th* dmmktim 
Won Mi Htm t^wiMwrtaM, hjr LmI, 

DM ptf Inhabitant 





Before 
equalizjttion 


After 
equalizatiofti 




'* ' ' ■ «"< ,1, 1 ..y — - • ' - 

H«ue ' 
BMlen-WUrttemberg 
North Rhine W<iktph»lia 
Bav«rU 

Sichtfiwif-Hdlatein 
Rhineland Palatinate 
Saarland 
U>war Saxony 

: — — : — : _ — 


/575 
• 538 

524 

485 

411 

458 

344 

419 . 


873 
812 
816 

• ■ 7»S ■ ■ ., 

^817 

*786 
* 736 
797 




Sourct; Otrmmny, fromTabl* 


14 (Vol, 1), 







Holstein, spends more per elementary pupil than do two Lttnder, Baden- 
Wilrttemburg and North Rhine/W6stphalia» in both of which the Gemeinden are 
better oil, pre- and post^equalization. 

It is reasonable to suppose that, because the extent of financial equalization 
across Lender achieved is very high, sind because there is. full Land fMsumption 
of teacher costs, a great potential exists for equalization of schdol expeitditures 
and service levels in the primary grades. However, that potential appears to have 
been not fully utilised. Th^German authors al^o implied that disparities in 
other indexes of school provision were also significant. . 



Table 6 Gtmuiny: nti ex|icndttum per pnpU In thunentary 
(Cnmd-, Haupt- ud special «cliool|^ 1973; 
and number of regular tAMhen per clan in eleiiieiilaty idKioli, 

l»72»byLBtul 



^Large-area itates 

> — ^4 — . L.^>>.. ^.^.^ 


Bxpenditurei 
DM 


Regular ' 
teasers 
claw 


Hes^ 


^ 2 046 ^ 


0.93 


Baden-WUrttemb^Drg 


' 1740 


0.99 


North Rhine-Wettphalia 


1 892 


.0.96 


Bavaria , - - 


s 1970 


1.14 • 


Schleiwig-Holstein 


2 215 


0.85 


Rhineland Palatinate 


2 02S^ 


1.17 • 


Saarland 


1 846 


1.06 


Lower Saxony 


2.075 


1.01 


Lar^-^aqea states: average 


»!»42 




CitHUitei 

Bremen 

Berlin ) . 
City-states: average 
Country average . 

« 


29U 
2408 
2 361 

2 577/^ 
lf978 


1.16 
1.18 
1.27 

1.03 



Stmrt*: Ommmy, Tiblei 12 and ». (Vol. I>. 
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The United States continues to tolerate extensive inequalities of expenditure 
leveU' for education across the 50 states (see Table 7). Current operating 
-expenditures per pupil range from }t5834 (Mississippi) to !ti2 005 (Ncy York); for 

cxpendituies the range is from $921 to $2 241, or a rtftio of 2.3 : 1, in these 
T\v^> stali!^. with few exceptions^ average state schtx^t' expenditures per pupil 
systematically rellcct average state wealth and/or income levels. 

Yugoslavia, too, has bi^^en able to do rehgively little with respect to cqual- 
iziitioft, while the country has given its primerllittCiition to the task of expansion 
or school' provision. However, (he economically Itss-devclopcd republics do 

; _ ^ V ■ ^ ■■ ■ 

Table 7 Ettlmftted expenditure per pupil In iivcni|ie dally attendnnce Ai pubik detncntaiif 
«nd secondary day schools, bHiiiiie: 1974-75 





Hxpcnditurcs per pupi! 


State or 
other area 


TotaW 


Cur- 
lent* 


Capi^ 

tal 
outlay 


Inte- 
rest 
on 
school 
debt 


1 


2 


3 


4 


5 


United 
States 


$1 431 


$1 is5 


$133 


$43 


Alabama 

Alaska 

Aii/ona 

Arkansas 

C^alffornia 


2 11^ 
I 54(> 
1 087 
1 373 


• 871 
1 624 
1 176 
896 
1 210 


56 
491 
328 
164 
116 


6 
11^ 

42 
27 
47 


(Viloiatlo 
Connecticut 
1 Delaware 
District 

of Columbia 
f'lorida 


1 423 

1 jS/o 

1 723 

1 957 
1 392 


1 188 

1 CMT 
1 JlJ / 

1 485 

1 814 
1 147 


188 
4o 
169 

143 

222 


47 
43 
69 

23 


(tcorpiin 

Hawaii 

Idaho 

Illinois 

Indiana 


1 087 
1 600 
1 232 
1 637 
1 298 


1 0(K) 
1 384 
910 
1 376 
1 074 


53 
210 
299 
218 
181 


34 
6 
23 
43 
43 


Iowa ^ 
Kansas 
Kentucky 
Lonisiuna \ * 


1 400 
1 607 
^960 
1637 
1 130 


1240 
1,444 
864 
1 376 
1 007 


131. 
137 

60 
218 

92 


26 

3K>r 

43 
31 


Kliiryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 


1 ?71 
1 504 
1 770 
1 635 
921 


1 369 
1 356 
1 547 
1 423 
834 


354 
87 
164 
159 

77 


47 

- 62 ' 
56 
5.< 
10 


Missouri 
Montana 
Nebraska ' 


1 2o:v 

1 392 
1 378 


1 078 
1 269 
1 211 


/97 
101 
137 


28 
23 
30 



state or 
other area 



Nevada 

New Htimpshire 

New Jersey- 
New Mexico 
New York 
North Carolina 
North Dakota 

Ohio 

Oklahoma 
Oregon 
Pennsylvaniif 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

Vermont 
Yirjginia ... 
Washington 
West Virginia 
Wisconsin 
WyJ 




American 
Samoa 
Canal Zone 
Guam 

Puerto Rico** 
Virgin Islands 



Expenditures per pupil 



308 
173 



713 
282 
241 
151 
199 

270 

M> 

42 

587 
665 

125 
062 
997 
073 
265 

267 
1 231 

1 020 
1 452 
\ 404 



891 
603 
114 
483 
149. 



Cur- 
rent* 



1 101 
I 095 

1 565 

1 052 

2 005 
1 052 
1 032 

1 144 

1 009 
I 425 
1 446 
1 493 

984 
973 
903 
894 
942 

1 095 
1 054 
1 1^9 
910 
1 323 
U22 



880 
1 f(60 
1 114 

453 
1 572 



I 

Capi- 
tal 
outlay 



135 
42 

94 
216 
165 

86 
140 

93 
108 
188 
53 
98 

113 

77 
. 59 
128 
301 

127 
139 
109 
94 
91 
^'1 



11 

43 

30 
677 



Inte- 
real 

on 
school 
debt 

^ "' 5 ' ' 

72 
36 

54 
14 

7 71 
13 
27 

33 
14 
29 
88 
74 

28 
12 
35 
51 ' 
22 

45 

38 
31 
16 
38 
21 



capital outlay, and Intcrc-it on nhool debt: 
excludes adult education. Aummcr schooli. 



ciminmnUy 



a) Includes current expenditures for day nchooh. 

b) Includes expendUure.t for d»y ftchooH only; 
cot leges, nnd community nervitcs. . 

c) Hfltlmated by the NatlonnI Ccmtcr for PducMion 5tiUifttlC!i. 

d) FMimaXtn for 1972-73. 

Sources: U.S. l^partment of Health. Education, and Welfare. National Center for Edu^aHon StatlMlca. 
StatixtUs laf Public FJementdry and Secondary Day Schools, Fall .1974; nnd unpublished dat^. 
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receive development giants from the central government, and these include funds 
for schools. 

1 urning now from the federaUstate (province, I.and) to the state-ldcal 
Interface, there is also substantial variation in the extent of equalization. Within 
the Australian states there does appear to have l>cen achieved a high >!egree 
of service equalization, given the limitations set by gec|fera0hy and diverse 
fH)pulation densities. I'his has been accomplished largely through a system of 
centralized state provision, administration and funding of schooling. Expenditure 
equalization across localities Within the Australian states is probably not as 
great, as a result of personnel assignment }K)licies: Junior, less qualified (and, 
yr hence, less expensive) stijff tend to be assigned to remoter, or otherwise less 
attractive, areas. But no data on these |H)tcntial expenditure disi|W!ties are 
available. , 

Since 1069 \vithin the province of Ontario a vigorous and far-reaching 
policy of equalization of school tax resources has been undertaken, in conjunction 
with the reorganization and consolidation of some 31KX1+ elementary school 
administrative units, reducing their number 'to the present figure of 190. The 
country study demonstrates in dctait the ways in which equalization funds are 
chiMiftelled to local school boards. I hc present .;iystem of provincial aid on 
ordinary expenditures takes the form of a percentage' equaltihitg grant which, it 
is claimed, "puts all Ischoolj boards on an equal footing with respect to providing 
equal dollais, up to a maximum (ceiling) dollar amount, |>cr unit of necd'V 
While no detailed empirical evidence is provided concerning the elimination of 
expenditure disparities among school districts, it appears that Ontario has moved 
a long way tovyard realizing that goal. 

Within the Lander in (Jerinany, as withiu the Australian states, there appears 
to be a fair degree of ^*crvice equalization achieved, since the Land authorities 
pay for all of the teacher costs that result from centrally-determined standards 
of teacher provision. However, as noted above, the authors of the Oerman 
country>sludy conclude that wilhin-Land disparities of provision continue to 
exist, apparently tied primarily to the remaining disparities in the financial 
capacity^ of the individual Clemeinden. 

Within the United States as a whole theie arc considerable dilTervMices 
among the slatys in the extent to which they have reduced intra state expenditure 
and service disparities. In most states — and Califor^iia is a good example — there 
is still considerable inequality in educational provision among school districts. 
Nevertheless there are states that have moved strongly to artcnuate, if not complete- 
ly to eliminate, iiHi;a-statc inequalities Of school expenditures, and Floricb, as we 
have seen, is one ol^cm. Using an approach that is like Ontario's, in 4crms^ 
of assessing district ' n^t*k" on the basis of tax yields and pupil weights, Floridirl 
has in the matter of t'w(\or three years come a long way toward equalizing 
jichool dislfrict revenues and expenditures for schools. Thus, even in the United 
States, ^vhere inequalities^ of >iehobl provision are so extensive, a few of the 
states, among thtm I lorida, have been able to niov<; strongly toward etjualizatibn. 

In Yugoslavia, the republics channel funds to the local SGICEs ffn primary 
sxiiwl purposes (about 3()-7() per cent of the commUnes receive such aid, depend- 
ing upoii the republic, and on average they receive about 35 pe^ cetrt of their 
resources for education in this way/ Nevertheless, the more developed localities 
aie specifically encouraged to devote more of their tax resoiu-ccs to school 
expenditures by voting for higher standards of provision and by taxing them- 
selves accordingly. Although the republic subsirttrrt-iU) to the piH>rer loealjtics, 
so that theiii effect is to close the gap ..between the richet and poorer localities 
somewhat, they do not appear to suffic* to ^Miminate the very imptxrtantidisparilics 
that continue to exist. 
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Conclusion 

Wc observe, then, that the federal countri*^ arc ranged from one end of 
the equalizing spectrum to the other. The simple fact of federal governmental 
structure does npt appear to be controlling with respect to the intensity, or even 
the success, of equalization efforts. The conventional wisdom is not supported, 
inasmuch as some of the federal countries, clearly equalize at a higher level 
than some of the more centralized ones. 



5. Provision for Spec ial EDUcpioNAt Needs 

Equalization of tax burdens, tW yields; or c?ipciiaitures (per capita or per 
pupil) is basically a matter of l^mehow dtrectmg additional funds to^ needy 
districts. But in most count^^cs^^ the concept of equality has been extended to 
cmWace the notion of '^unequal treatment of unequals*'. The ,ncwi;, standard 
recognizes that'chtldrcn who come to school with physical and emotional handicaps 
^ or fconomic ^disadvantage, or who require special educational training, need 
additional resources beyond those provided to average children. Most coutttrics 
have attempted to provide these resources, using two basic financial approaches. 

The most common approach, to providing additional rcs6urcfes for children 
with special eduaational needs is through the use of categorical programmes. 
These have been employed in a number of the countrieii most . notably in the 
federal systems by the federal governments. In Australia the focus has been 
on non-English-speaking migrant children, the socio-cconomically disadvantaged, 
and the handicapped. In the United States, Title f of the Elementary and 
Secondary Education Afct, which provides additional resoi^rces for lovt-in<!gmc 
children, is the major categorical aid programme, but federal assistance is abjp . 
provided for specific functions such as liberies, guidance, vocational educatiRi' 
as well. And in Canada, federal categorical aid has in recent yei^s been used 
to help localities develop and provide French language instruction programmes. 

At the state (province, republic) level, categorical grants have also been 
used to provide for special educational need. In California, for example, there 
is a wide range^of programmes, ^including special education; compensatory 
education, early childhood and bilingual education. In' Ontario and in the 
Yugoslav republics the emphasis has. been prt|^rily on additional assistance for 
language minorities, although the Yugoslav republics also provide extra supports 
for special education. ^ ^ 

' Under this approach, recommended or required levels of service and the 
availability of categorical grants are^ often found in tandem, jpintiv reinforcing 
each other. Rules and^ regulations aboi^t levels of service to particular groups 
go hand-in-hand with financial incentives, reimbursement arrangements, and the 
like. . ^ 

A second approach used to finance special educational needs employs a 
"pupil weighting" system. Rather^than providing assistance lo localities through^ 
separate aid programmes, this approacfi uses the basic equalization formula for 
distributing additional monies. Pupils f^ith special educational problems arc 
counted extra for purposes of central government allocations. Thus, school 
dfstncts with concentrations of high-need pupils receive additional revenues from 
central government sources. This approach is used in ^Florida, and a variant of 

it is used in Ontario% to fund services lo a range of high-need student populations. 

i ■ 

7. In Ontario the weighting ii based not on a count and weighting of "special" itudenttr. 
but ,<m the number of "special" personnel employed to meet the needs of "special" students. 
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A new dttvclopmenl In ftitny of the countriei has betn the recognltlo^ that 
more money alone U unlikely to overcome the problems of ipecial e<l«2}»on«V 
groups and that, new approadics to the provision of education are roquhtd. in 
botK Australia arid the United, ^ates there has been special funding for projects 
which encourage alternative methods of delivering educational services and which 
foater parent and community involvement. In England, the need for a more 
broad-based attack on the problems of poverty jand cduoaUonal ^lisadvantagc 
resulted In an Urbaa Programme which provld^id loca^j[tles with additional resources 
for housing, welfare, and health, as well as education. " 

Another itoteworthy change in the arc^ of special needs has been the 
development of new accounting mechanisms which attempt to ensure that 
resources which are appropriated for target populations will actually be spent 
on them. Morida has been In the vanguard in this area i^lth its new budgeting 
procedures enacted in 1973. In short, in addition to more mbney, many countries 
knd states arc now experimenting with new ways of providing education for 
. children ;w*io liecd special services and of ensuring that the money Mi in 
desired ways. 

II. LCX:US OF CONTROL ^ 

Aphorisms such as "More money means more contror*. "All money comes 
with strings attached", "He who pays the piper calls the tune",. express a viewpoint 
that has by now achieved the status of a virtually self-evident proposition. 

\ 

? 

The Proportion of Non-Local Fu^^DS 

In school finance the proposition that control "follows the supply of funds 
has been viewed as having special significance for the relations between central 
and local authorities, and has generally been taken to assert that the larger the 
fraction of school funds contributed by non-local sources, the less freedom of 
action (autonomy) will remain In local hands. , 

Does the evidence of the country studies bcar'out the conventional wisdom/ 
Is there a fairly simple, seasonably strong relationship between the proportion 
of non-local funding of the schools and the powers of non-local governmental 

authorities? ■ , .„ , .... 

Each^of the ten countries <eleven jurisdictions) can be classified within one 
of six categories,^, in Table '8, to sK&'w the relationship, if .any, that may exist 



Tabl* 8 • DigTM of MW-kmil fuodlBg .mod tlM txtent 
of local •utOBomy la tea OECD coantrUf 



-I^on-Loc«l PinanM 



Hifh (> iO%) 



Modtrate (> 60%) 



Low « 60%) 



LoctI autonomy 



Low 



Italy 




7. 



«) P»(ltral^«M nlitlonthlpt. 



Moderate 



Netherlands 



^»lorway 



5. 
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" Eng tlind 
Ontario 
, Florid* 


6. 


Cftliforniik 

Yugodavla 

Auitralia* 
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between the dcgfee of non-k>oa! funding and the extent of IcK'al freedom of aetion 
and |H>wer of decision making (local autonomy). 

I'or the purpose of forming categories in Table 8, a high level of non-lcKal 
linaneing was taken as 80 per cent, or more; a moderate level, between 60 |>cr cent 
and 79 per cent: and a low level, less 4han 60 per cent. LcKal autonomy was 
judged according to the degree of control ^hat the typical local education authority 
had over the major conditions of employment of teachers (nXmibers to be 
employed, their level of qualifications, and their level of cpnHxmsation), because 
of the imjH^rtance of teachers' salaries in total budgets tor primary schooling, 
hi addition^ a general asjJe»smerit was made of the extent to which local authoyties 
could determine their schcH>ls' curricula and mode, of operation, - Australia is 
entered on the table, though on the basis of federal-state relationships, for the 
Australian system of state provision of schcK)ls and full state funding makes no 
voim\ for the concept of "liKal autonomy". ^ 

I hc conventional wisdom would be supported if the countries ranged them- 
selves broadly along the major diagonal (cells 1, 3 and 9) of the table, but they 
clearly do not, The distribution of countries docs, indeed, appear to 'support the 
coutejition diat high levels of liKal autonomy arc not associatjed with hi^ levels 
of non-local finance, but fhc moderate-moderate cell is also empty, and all the 
otitcr cells have at least one entry ^ 

Ihus, the answer to the question: "Is there a fairly simple, reasonably 
strong relationship between the proportion of non-Ux:al funding and the powers 
of local school authorities?** is not proven, at least on the basis of a cross-national 
analysis. Of course, within a country over time such a relationship may s^ 
be demonstrable^ but the cross-national analysis can say nothing aboih- tlukt:"' 

Til!- MoDJi or Provision of Non-L(k:ai. ln)NDS 

Buti if the mere proportion of non-lcKal funding is not a significant factor, 
is the mode by which non-local funds arc mad^* available of importance for IcKal 
autonomy? 

Let us distinguish between three main types of inter-governn)ental transfers, 
or funding mechanisms: hloi k (general purpose); stirvice -specific, myti-Ciitv^orical 
(for education, or housing, or roads, etc.); and categorical (for teachers' salaries. 



1 able 9 iype of funding u»ed to aid cdgciiUon, 
and loi'ul autonomy, In (en OF.C.*D countries 



Local anionomy 



Typical grant ^(yp^ 



Moderate 
to low 



Non-oatcgoiical 



Service-specific 
(Non-catcgorical) 



Block 



Irngland 

Yugoslavia 

Florida 

* California 

^ Ontarb 



Germany 
Italy 



Categorical 



Australia** 



Netherlands 



Norway 
Sweden 



a) !-eilcr»l-«ttatr it-lMtlonshlpft. 
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%choo\ building construcUon. 'or cducutioiiiil progruiunics for the disadvanugcd, 
and so forth). It might be reasonable to suppose that the greater ihc relianccr 
on bk>ck grants and on scrvicc-spccifU:, non-categorical fundinj^, the greater the 
area of overt, detailed discretion enjoyed by local authorities; and the greater 
the reliance on categorical grants, the less ItKal autonomy there is likely to be. 

Again, a fourfold classification is helpful, see Table 9. 

England is the only country that provides non-liKal funding primarily through 
gcneral-purtx)sc, block grants available for use at a liKal authority's discrclion 
for scluM)l provision, libraries, road repair, or for any other legitimate use. But 
four other jurisdictions. C'alifornia, Morida. Ontario and Yugoslavia, use 
education-specific grants that are typically non-categorical, so that although the 
grant funds are available only for schwl-relatcd purposes, their detailed use 
within education is not closely circumscribed. All five of these countries or 
jurisdictions afford relatively high degrees of autonomy to the local level. 

Five of the remaining countries, that is, Germany. Italy, the Netherlands, 
Noway, and Sweden use categorical funding, often either based on teaoher costs 
or providing direct reimbursement for allowable teacher costs. And these five 
countries also exhibit moderate to low levels of local autonomy. Australia is 
again entered in the table with respect to its federal state relationships and. as 
such, is anomalous: education grants. to the states, are made on a (programme) 
categorical basis (important block general-purpose equalization grants are also 
made to the states), though (he states' autonomy in education affairs is evidently 
very high. (A similar relationship exist?^ lx:tween the federal government in the 
United States and the states.) ^ 

Thus, excluding Austi>jlia. we see a very strong pattern of relationship 
between the moite of intergovernmental grant for education and the level of 
local autanon^y: non-categorical modes of funding imply higher levels of local 
autonomy than do categorical modes. 

A momcnl*s reflection will Indicate why this is so. Block grants and service- 
specific non-categorical grants tend to have their "controls" built into them. 
At least, their size is, or can easily be, limited. ,On the^ other hand, categorical 
gcimts, especially when they take the form of reimbursement of teacher costs 
(or are based on tcatl^cr costs), can quickly turn into blank cheques, with a 
liKal authority treating teachers' services (or whatever else it ivS that attracts the 
grant funds) as a free> or near-free good. Demand for, the subsidised factor(5) 
tends to grow and the central treasury comes under increasing strain. The almost 
inevitable result is the imposition of standards, controls and limits on the employ- 
ment of teacljers, their levels of compensation, and the like. 

Where categorical grants are used to help local authorities provide services ^ 
to specific groups of students, the granting authority is induced to reach out 
-With . regulations defining ever more carefully the characteristics of thft stiwdents< 
For example, categorical graiit"[nogfamriie^^ The tiandieapped f orcc- the^^ever^ 
closer specificatij^>n of just who is a handicapped child and, cVen, of the maximum 
percentage of the child-population that may be designated^ as handicapped, for 
purposes of earning gra«t funds. In addition, there is always sonte incentive 
for the granting authority to seek to audit the use of categorical funds directed 
tnward particular groups of pupils, to try to ensure 4hatlthc actual recipients of 
the benefits made possible by the granting of funds are the intended recipients. 

If the iJxperience of Sweden, the^Nctherlands. Norway and Germany seem* 
to demonstrate that funding "based on either the reimbursement or assumption of 
teacher costs wiH be accompanied ?!by substantiifcl control over local aiithoritics* 
powers to determine the number of teachers and/or their levels of compensation, 
developments in England provide a unique example of a nationwide? (not locally 
determined) salary scale for teachers combined with a block grant system. The 
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ex])lanfition lies in the change mtde in 1959 in the mode of channettfng granti 
to local aMthorities, Before that date the central government supported the 
expenditures of the local authorities by means of a capitatiotiT grant and 
varying percentages of different types of approved expenditure^ including 
teachers' salaries.. Under such a system there had developed, we would expect^ 
a centralized mechanism for fixing teachers' salaries. When the grant mode was 
changed in 1959 to a system of block grants, the mechanism for determining 
teachers* salaries (the so-called Burnham Committee) was retained and hence 
arose the "anomaly" of a non-locally determined teachers* pay scale existing 
alongside a system of block grants. 

i 

A Caveat on the Concept "Local Autonomy" 

Before concludi{)g, an important caveat should be entered to all that has 
gone before in this section. We should cmphasi2!b again that the basis for our 
classification of' jurisdictions with respect to the amount of autonomy enjoyed 
by their respective local education authorities is, of necessity, severely limited. 
We have concentrated on autonomy with respect to the number of teachers to 
be employed, theit qualification levels, and their compensation. jOther aspects of 
schcx>l administratjon aro very important in assessing degrees of local autonomy, 
auji they have been incorporated in the classification in only a sdall and inevitably 
impressionistic way* In addition, the question of Autonomy an^ locus of control 
goes far beyond the fairly narrow range of the relationships bfilween central and 
local authorities. Teachers and their professional organizations often tMnk of 
autonomy 'as being something quite different from simply tlie powers of the local 
education authority* Indeed^ they have often viewlid that power as antip^^thetic 
to their own aspirations. Similarly, parents and their organizations have a 
particular viqw of autonomy and questions of the locu^ o^ control that is not 
caught in the analysis given above. 

Some Recent Developments 

in general, increased centralisation and bureaucr»isation of educational 
systems, coupled with parent and student disaffectatton with schools* performance 
records, have in recent years led to demands for m6re local participation in 
educational decision-making. The demands have come from a number of sources. ^ 
They have been expressed by school site administrators and teiichers who have' 
viewed district and state decision-makers as unresponsive to school needs. They 
have also been voiced by parents and community groups' who shqre similar views,,, 
about educational professionals iti general. 

In response tb those demands a number of countries have begun to take^ 
somiLJcautioiisJkst_s4ep§_^ dpcision-making and 

providing for greater local discretion in the use of llnancial resource Tn'^ 
'jurisdictions the decentralization has been largely administrative, i.e.* from central 
governments to municipalities or l;e.a,s. In Ontario, a 1969 reform transfierred 
a high degree of central control over curriculum, textbooks, teaching methods 
and the like to Le.a.s. In Italy, -decentralization df decision-making to the 
/newly-created region's is presently underway. And in l^weden, under the >$IA 
Commission reform, municipalities will have much greater discretion ovct^the 
use of resources in grade levels and schools, and individual schools will be given 
new responsibilities. 

Other countries have also made some modest efforts to place discretionary 
fisca) authority in the hands of either school personnel or parents and students^ 
Australia, South Australia and Victoria have begun to experiment with mall 




per. pupil gri^ntt to i^hool councils for textbooks and materials, although in 
relation to fotal expenditures the grants are vecy small In Norway, general 
collaboration, committees at the school level, composed of parents, pupilsjl 
teachers have been authorized to make deterniinations about resource- distributions 
within the school: And in' Italy; receiklv-established school cpuncils will soon 
be entrustcfd with large amounts of monly which they will be able to use in a 
variety of areas. Finally, in ihis connection, the Florida school-site lump sum 
budget should be mentioned^ . Under this arrangement school principals can 
now allocate resources among different programme areas so that they can best 
adapt their educational offering to local conditions. 

It should be empha^^ized that most of the developments described above 
are fairly new, generally m^odest^ and in jmpst case^i probably more symbolic than 
real in terms of their transfer of f)hanciar power to more decentralized govern- 
mental units and community representatives. ^Nonetheless, they do represent 
something of a departure from existing institutional arrangements. 

A Anal observation that should be made<cpncems th^ direction of any causal 
connection there may be between the volume of intergovernmental grant-making 
and the degree of local autonomy, observed. If any relationship exists at all, 
it probably rui\s in the opposite direction from that implied by the conventional 
wisdom. Far from the higher levels of government stepping in deliberately to 
buy control of the I6wcr levels, what has apparently happened (according to 
scattered observations in the country studies) is that, at all levels of government, 
ever higher levels of service have been demanded, the costs of which have outrun 
the localities' financial powers. The consequence has been steadily -increasing 
levels of hon-local funding, sometimes bringing more Hon-local control, but 
sometimes not — depending on the particular grant instruments used. 

IIL DIVERSITY OF PROVISION AND PARENTAL CHOICE OF SCHOOL 

It h abundantly clear that there are major ele;nents of systematic diversity 
among the primary school systems of the ten countries examined, and that in 
each case we do not do violence to reality when we Speak about, Say, the "English 
primary school system*', as distinct and different from, say, the German system,, 
or the Australian, and so on. But it is also important to note tH&t within each 
of these national systems there are^ in turn, very important elements of diversity, 
most often based on geograp|iical-jurisdicational location, but not exclusively so. 

Intra-national diversity can take the form of lower versus higher levels of 
provision, based on differences of local wealth, and ^we have discussed such 
differences and their relationship to financial instruments above. But they also 
appej»r in4hc form Of substantial differences in the language and/or culture of^ 
instruction^ in the social class and/or racial differentiation of school populationj}* 
(oftep based on Residential segregation), and in different school provisions for 
children coming from different religious traditioijs. 

Within public primary school systems, economically-, religiously'-, racially- 
and class-segregated schools may imply important elements of choice fOtr memtxirs 
of the dominant groupr^nd restriction of choice for members of the subordinate 
group. Thus, although much of this diversity of provision may not really imply 
any widening of parental choice over the type of schooling to be afforded children, 
some of it may do. Particularly where diversity of school provision reflects 
linguistic and/or religious factors it can often provide })arents with some valued 
choice of the type of schooling their children will receive. Indeed, the remarks 
below refer primarily to, diversity based on religious preference. 
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The Dutch system of linancin^ primary education is oinii of ilic niost far- 
reaching in its approach to ctTcctiVe choice. In the Netherhuuls, parents not 
only have the right to provide their children with **the educatioa that is in line 
with their way of life» their phijosophy, or the educational methods they prefer'*, 
but they also have the right to receive public sup}X)rt when exercising that right. 
To establish a scMuh>I and receive public money, they need only make a request 
to the municipality and meet certain requirements. The school thus established 
is guaranteed thejull right of linancial equality^ which means tfiat it is funded 
according to the same criteria that arc used for the funding of public institutions. 

Other countries have also adopted measures to promote parental choice 
through rather extensive public funding of non-government, usually church-related,^ 
schools. In Australia, non-government schools obtain a suh?^antial proportion 
of their revenues from public funds, on average alx>ut 40 per cent from (\)mmon- 
wealth grants and per cent ftom state resources. However, most non- 
government schoi^s do not enjoy the same level of resources as government 
schools. In Australia, non-govcrnnient schools obtain a substantial proportion 
sch<H)ls are only about three-fourths those in government schoi>ls. In England, 
public money goes to support church-related schiK^ls, and although the state has 
exacted a certain c|«ii<?!^o quo for its aid (in the form of a significant degree 
of lay control over church-school programmes, stall and tinanaes) it remains 
true thai parents who wish to send their children to a church-related, rather 
than to a local authority, sch(X)l may do so at public expense. 

In Ontario, public money is pot given to ptW^tc schools, but there arc* 
fwo main^>ublicly-supported c*lcmi/htary school systchts: the non-denominational 
public elemi;»ffiry schools, and the predominantly Roman Catholic sefiarate 
school sy/em. Separate school boards are elected and hitve the same powers 
as public sc^mol boards do. I hey are empowered to set tax rates on the property 
of separate ^^oo( supporters, and n^unicipaf councils mu.st, on separate school 
lx>ard request, levy and collect those taxes. The separate school boards receive 
provincial grants according to the same criteria as do public school boards 
aaiK hcv-au.sc they luivc lower revenue raising capacity, receive higher levels of 
pt'ovincial support than do pybiic school boards, 

rm- PR0!H)RT!QN OI NON-Loc AI- I^'UNDS and UNirORMITY 

It is often assumed that a high 'percentage of non-local fundjng will tend 
to reduce the variety of public education "styles" that/exists, leading to increased 
uniformity Ihe argument is that local option of the kinds schools to be 
oltered ijind how they arc to run will tend to disappear as the proportion of 
non-local funds rises. Thus, the conventional wisdom would argue that more 
non-local funding means reduced possibilities of parental choice among different 
types of sehoolii^g. ' ^ 

^ The evidence provided by the country studies enables us to test whether 
there is, in fae;|, a systematic association between the proportion of non-local 
funding for the schools and ^'standardization'*' of provision. 

Standardization 0f school provjflbn can arise in the following ways: . 

A. HlimihiA^OT of non^govcrnment schools. 

B. Attcnuiftion of differences between government and non-government 
schools. 

C. Standardization of government schools across local education authorities. 
Wc take up each of these aspects of standardization in turn. 

A, Table 10 classifies the eleven jurisdictions according to their degree of 
non-local funding and the extent of non-government schooling. It is evident 
that, among the countries, little if my relationship can be established between 
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the degree of non-local finance an<fT^c extent q( non-government schooling. The 
three countries with high degrees of non-local finance (Alistralia, Italy an^ the 
Netherlands) have non-government primary school enrt>Iments ranging from less 
than 5 per cent to abou^ 70 per cent. Of the four jurisdictions with moderate 
degrees of non-local finance, Florida and Germany have very small non-govern- 
mcnr enrolments, while England and Ontario have quite important church-fclated 
schtx>l enrolments. The reipaindcr of -the countriesjjttll have small or non- 
existent nop-govemment sectors, with a low level" of non-local .funding. The 
conventional wisdom is not supported, v ^ ' . 

B. The country studies do not provide the data for testing Whether, where 
non-govcrnmcnt schools exist," the differences betweenr them and government 
schools become mope attenuated as the degree of non-local funding increases. 
But in any case it is difficult to conceive of ^theoretical reasons Why this fJhould 
happen. " . 

C. In all of the countries studied there appears to be a vcsry high degree 
of uniformity of government schools from one local authority' to anollwr. A gfcat 
deal of this staridardizatioi) has its origins, no doubt, in the' rcgulationKgoverhing 
the ^empjoymenf of teachers. Procedures for traittlng, credcntialHng, and hirltfg 
teachers, are generally centrally prescribed, with strong effects on the way schools 
in different parts of a jurisdiction operate. In addition, sdmc countries foster 
even more uniformity l>y' requiring a standard curriculum, common textbooks, 
ai>d the like (for example, in Sweden and in^t German Uinder). But even those 
countries that leave greater formal autonothy in curriculum matters tp the local 
authorities (for exa^nple, Canada* England and Wales, and thh United States), 
have developed a high degree of ^standardization ih practice.- Thus, within each 
country \|ierc^ is relativdy little * variation in government schodl styles to be 
"explained^* in the first place. 

BuU whatever systematic diflfercnces in the degree of standarditation one 
might detect from country to country do not appear' to be associiated with the 
percentages of non-local fundittg. Thus, comparmg, s\py, Australia and England 
and Wales, quite different levels of non-loeal funding (and even quite different 
approaches to the administrative structure of cducaUoh) are not at ill reflec^d in 
systematically differc^nt degrees of government primary schopl stantjardlzation. 

In both systems, although head teachers an< classrqpm teachers continue 
to exercise very-important inhifatives^ their actions are fairly narrp^vly constrained 
by 9 common set of strong professional standards and <;ommUnity expectations. 

Here, too, then we And that the conventional wisdom is not supported. 
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Chapter III * . . 

SUMMARY AND CONCLUSIONS 

■ ^ ■ ^ •• SUMMARY ,• , . ■ . Ij^^ 

The preceding' report is bavd. on a series of studies of the anangemcnts 
used to finance primary schools in ten of the OECD member countries: Australia, 
Canada (province of Ontario), the Federal Republic of Germany, Italy, tje; 
Netherlands, Norway, Sweden, the United Kingdom (England and Wales), the 
United States of America (California and Florida), and Yugoslavia. 
^ , Chapter I descrjbes in. summary fashion the variety of approaches useo 
W within each of the ten countries to finance primary schools, and connects those 
approaches to certain"' key concerns of Educational finance policy. Chapter li 
examines some of the relationships between types of financing instruments and 
key policy concerns across the ten countries. . r? i ^ ^ 

In five of the countries (Italy> the Netherlands, Norway, Sweden, and England 
and Wales) primary school finance is a concern of two levels of government: the 
central and local (often municipal) authoriti,es. In Australia, local (municipal) 
authorities, for education do not exist, so that there also school n«ance is the 
responsibility of .two levels of government—the state-governments (with the lions 
. share of. the responsibility) and the Commonwealth government, that provides 
' both direct and indirect assistance. In the' United States and in Yugoslavia three 
levels of governmeht (federal, state/republic, and local) are all directly inyolved 
in primary school finance. In Canada (Ontario) and the Federal Republic of 
. Germany, the two remaining countries, the prime direct agents of primary schpoi 
finana^ are the provmces/Lah^er and the localities, but the federal level play* 
" an indirect role via its various programmes of fiscal equalization among the 
provinces/Lander. , .. . i ii L 

A ' Full central funding at the state level is the hallmark of whjpl finance in 
- Australia. Yugoslavia represents the other pole, with .a very high degree (7i>- 
80 per cent) of reliance on locaK Jiourccs of funds. ,The other countries are 
^ ranged between these extremes. In genferal, the Netlierlands. Italy and Sweden 
^ / .present a picture of. ffelatively high proporUons of central funding for schools; 
the United States, rather low <;entraf fundina. In Ontario/ provincfal i^^^'^i 
funding has become more and more impwffant in the last decade, and in^the 
Gennan ILandor, too. the Land authorities provide a very substantial (60 per cent 
or inore) share of the total costs of running the primary fthpols. In England 
and Norway the wurcej bf flnance are, on average, about equally divided between 
* , the central and local governments. o , , ^ . 

School finance is an ordinary and regular part of general governmental 
finance ii^ all of the countries, e^icept Canada and the United States. In these 



latter countries local school Jurisdictions arc usually scpariite, politically and 
legally, from general local administration. Separate school taxes are. the rule and 
the local school districts do not usually receive financial support from the Iftcnl 
government units. 

In most of the countries (Canada, Germany, Italy, the Nctherlands.vNorway; 
Sweden^ (he Urtik^d States, and Yligoslavia^ non-local funds arc made Available 
to help support the operations of local school authorities primarily through variojis 
education-specihc channels. In England,, the central government makes a general 
gra;it-in-aid to a local authority, which hais substantial latitude in deciding how 
generously it wishes to support its schools, in compeiition with the claims made 
by other locally provided services on its revenues. Similar relationships exist 
between the federal and siatc/Land/provincial authorities in Australia, Canada 
and Germany. 

Some countries move beyond education-specific taxation and intergovern- 
mental transfers to systems of categorical aid. Thus, in Sweden, the central 
governments assist municipalities in their school finance on the basis of a set of 
tightly drawn provisions related to distinct aspects of school operation and, 
especially, to the costs of teachers' salaries, The Netherlands, too, has a complex 
set of categorical aid arrangements for calculating transfers from the central 
government to the local municipal authorities. In the United States, also, federal 
aid to the states for schpql purposeji has been based on categorical grants, though 
within the states non-crategorical, education-specific transfers have been the i^orm. 

Chapter // of the report explofes the relationships between funding arrange- 
mcnts and three niajbr policy conCcrns: equalization, locus of control, and diversity 
of provision atld pat^ntal choice of school. 

Three principal approaches to equalization are identified: 

— equalization of tax bases to support education 

— equalization of per pupil or per capita expenditures 

— equalization of physical^ inputs, particularly teacher services. 
England and Wales exemplifies a system that focusscs on the equalization 

of tax bases. In Florida and Ontario, too, there is substantial emphasis in that 
direction. The same is true at the federal-Land interface in Germany, at the 
federal-state interface in Australia, and at the fedcral-proyince interface in Canada. 

Equalization of per pupil or per capita expenditures is a fundamental aim 
in Florida, and many United States and Canadian jurisdictions approach the 
aim in part by mandating minimum (foundijtion) levels of expenditure per child 
enrolled: Other countries approach the goal indirectly. For example, the effect 
of full state assumption of schooKcosts in Australia seems to have gs a by-product 
a high degree of equalization of per pupil expenditures. 

Equalization of physical inputs, particularly of teacher services, is the hall- 
mark oi school finance arrangements in the Netherlands and in Sweden. There arc 
also strong elements of this approach, in Norway, where the system goes beyond 
mere equalization to achieve substantial compensatory effects for children in 
isolated, rural and poor, communes. - 



^ LIMITATIONS^ AND POTENTIAL^ 

. In the field of school finance, this study breaks new groiiiid by^^mbinlng 
a focus upon policy concerns with a comparative approach vja ten coUilries. A^ 
far as the present report i^ concerned, the authors are jJainfully' aware of its 
limitations. Questions concerning the true comparability of foimally cquivaleht 
arrangements that have developed in differertt-Rjitional contexts remain worrisome. 
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Country study^ authors were not always able to fit their data gathering and analysis 
into the agreed common framework that best suited the ultimate comparative 
purpose. The authors of the comparative paper have, do doubt, been sometimes 
uihiware of important nuances of meaning, misunderstanding the precise nnport- 
ancc of a particular term, or plirase; and the sheer volume of dahi to be considered 
must have produced some error in the final instance. 

But, in spite A)f these, and perhaps other shortcomings|dlbe entire project 
demonstrates tliat a comparative study of this kind is indeed possible and that it 
can produce some results of value, description of what exists in ten countries 
by way of the many different financing arrangements for prinniry schools; classi- 
fication of those arrangements and their ass(x:iation with certain major pc^icy 
concerns; and the possibility of using the data assembled to test the validity cross- 
natfonally of a number of commonly accepted generalizations. 

CONGLUSIONS 

1 . In wfiaieveik partkular terms it is jormulated, equalization can he siwcess- 
fiilly approached via 'Either full- central funding or mixed central-local fundinfi. 
fiiven certain conditions. Full or nearly full central funding is an obvious option, 
illustrated by the Australian and Netherlands systems. Mixed central-local funding 
using categorical grants is another, especially when the support is directed toward 
the^linancing of teacher costs, as iit^'Germany, Norway and Sweden. And mixed 
central-UK-al funding using bliKk grants can be arranged so as to have marked 
equalization etTects, especiallj' where differences among localities in fiscal capacity 
are low and/or the proportion ofj^tral funding is high (for example, Florida, 

Ontario and England). V^''^'^ >?c 

2. Many countries kove improved outcomes in tenns of equalization by 
institutinfi clwni>es of -fmphasis and intensity of financial assistance and inter- 
f>overnniental i^rants; they have not found it necessary to recast radically their 

' school^ financini; systems. Rather, a cxmtinuous process of reappraisal and modi- 
fication o£ financing arrangements, to take account of shifting demographic pattern** 
and changing socio-economic struelures, is fie norm. While it is clear that none 
of tlie countries has succeeded completely in attaining the goal of equalisation 
in all its aspect*, most of ihem have made considerable progress in their recent 
past, without having had recourse to measures that represent fundamental breaks 
with traditional modes of financing schools. * . 

3. A corollary conclusion is that search for a "perfect" or "ideal' system 
of school finance is likely to be not only unnecessary, but futile.. The very 
variety of school financing arrangdhients that is observed leads to a strong 
suspicion that there can be no one best way to organize these nidtters, and that 
each country Has adopted its particular pattern of school financing as the result 
of a long process of 'adjustment and compromise to its particular national context 
and to the major p6licy goals it has favoured over the long term. This conclusion 
tends to be reinforced when we recognize that some of the important goals set 
for a school finance system arc likely to be mutually inconsisteiht, at least over 
certain ranges. Thus, equalization goals may conflict with the goal of expanded 
parental choice; tax equalization and expenditure cqualiEation may also be 
difficult to achieve fully at the same time; and efforts to achieve satisfactory 
levels of service for those with special needs may encroach on desires for greater 
iocal autonomy. In such a situation, the "worth" of a particular set of school 
financing arrangements depends heavily on the^ir^tative values placed on each 
of. the goals involved,, as well as on the cxte/ft to which a particular financing 
mechanism is able to promote them. ^ 
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4, Unitary sUUes do rto(, ipso Utcio, attemm or achieve more equalization 
than (to federal countries. Partly l>ecause school linaiicc and equalization 
meehanisms are genetally more complex in the federal countries (if only because 
of the presence of an intermedi:Ue level of government), and partly iKcause 
federal countries generally exhibit wider ranges of socio-economic diflcrcnces 
within their borders than do the unitary states, it might seem reasonable to 
suppose that unitary states attempt, and even achieve, more equalization than 
do the federal sliUcs. The teu countries in the present study comprise five unitary 
slates (Hngland and Wales, Italy, the Netherlands, Norway, and Sweden) and 
five federal countries (Australia, Canada (Ontario), Germany, the United States 
(California and Florida], and Yugoslavia). Yet an examination of cacti sot of 
countries does not reveal a relationship between type of political structdrc and 
equalii^ation of school revenues or expenditures, 

5, Hie concept of equaltzation has been broadened in many Countries to 
recognize that certain categories of childrch have handicaps that^ justify coni^ 
pcnsatory, and not just arithmetically equal, treatment, in terms of the financial 
instruments -used to satisfy this goal, two approaches were identified and discussed: 
the use of programmes of categorical aid, and the use of pupil-weighting systems. 
Both are in widespread use and each has its particular set gf advantages and 
disadvantages. Cates^orical prof^rarurnes tend to reinforce standard, often centrally- 
devised and regulated, approaches to special provision. At some stages of 
educational development this may l>e considered an advantage, ih other stages 
a drawback. ru[}il~yveii>htin}* systems, on the other hand, tend to leave the 
school- providini^ authority with more freedom of action, but they also bring with 
them severe problems asscHiated with ttw identification of children in need of 
siH'cial services. Such systems are also open to abuse if school authorities^ seek 
to inflate the number of children for whom they will "earn" larger- weightings, 

6, The proposition that a hii>h decree of non-Un al fundini^ produces a more 
standardized, uniform structure of schwlin^ or is negatively associated with lo^al 
autonomy waj^ noi supported by the evidence of the country studies. \ \\c mere 
fact that^ptbrc money is supplied by one level of government to anotl^ier Jcycl 
does not guarantee that the grantor level will exercise more control over the 
activities of the grantee level. 

7, However, a corollary proposition, that the mode by which non-local 
funds are made available will influence the degree of local autonomy permitted, 
is substantiated: I or example, the greater the reliance on r\on-categorical modes 
of funding, such as the use of block grants or scrvice-spccifie non-categorical 
grants (for schools, housing, or roads, for example), the greater the degree of 
overt discretion enjoyed by grantee authorities. Conversely, greater reliance on 
categorical grants (for teachers' salaries, schoofbuilding construction, or school 
programmes for the disadvantaged^, is associated with less local autonomy. This 
is explained by the need to build regulatory controls and limits into categorical 
funding programmes that would otherwise turn into blank cheques issued to the 

grantees. < ^ . * j 

* The report concludes that tf\e erosion of locdnH4tonomy, where it has o^rurred/ 
lias not happened as the result of deliberate moves on the i)art of either the local 
or the non-lo{a1 authorities. Rather, ever higher levels of servUe have been 
demanded, at ^hlt levels of government, and the costs of provision have tend€(l 
^ to outrun the localities' financial lyowers, 

8, The study noted that, in most of the countries, some public funds are 
made available ' directly to some non-government schools. In particular, the 
financing arrangempnil£/ised in Australia and the ^eihcrlaods to support non- 
government (mostly, '^urch-related scho<n|s arc described, and are contrasted 
with arrangenients in Ontario, where public money is not given to private schools, 
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but is available lo bc)th Ihc non-dcnurtiinational public sc!uk>I system «nd to the 
prcUominaqtly Roman Catholic separate school system. It is probable that 
provision^; for supplying public Junds to non government schools will support a 
greater degree of diversify of provision and eitcctive parental .choice than is the 
case in countries where such airangemcnis are>ftbscnt. But, a concluding cross- 
national analysis shows that there (hnw not seem to be any systematic relationship 
between the "'standardization.^ of schools provision {lack oj opiH>rt unities Jor 
l)arental choice) and particular aspects of school financing, such as the proportion 
of non-local funding {Provided. 

9. Finally, some countries place a great deal more weight on financing 
instruments to "steer" primary tcliool policy and administration than do others.' 
Vot example, in Canada, the Netherlands, the United States, and Yugoslavia, 
financing mechanisms play quite a large role in school alTftirs. In Germany, 
Italy, and Sweden, less sex lJut there arc no clear correlates of this choice: 
'greater reliance on financing instruments {as distinct from direct, detailed regu- 
lation) does not afypeur to affect systematically any important outc{m\es of school 
policy. • . 

SUC.r.HSlloNs l OR FURTHBa COMPARATIVE W^K* 

I urlher comparative work dealing with school finance would seem to be 
justified, and three main approaches, at least, are ^Mih consklcratipn. 

First, there is {he possibility or replicating tlie present project foc^tfnother 
sector of the school system, for example, secondary schools, vocational schools, or 
pre-school institutions. Sucli a study tuight Well bo of value in its own right, as 
well as serve to validate the approach used here* 

Second, the importance of teachers' salaries in school finance is obvious, 
and we have noted that in some countries the reimbursement (or assumption) of. 
teacher costs plays ta major role in the system of school finance. A comparative 
study that examined fhe\ consequences of basing school finance on' teacher cost 
reimbursement or assumption might have cjuite substantial policy implications, 
as vyeli as serving an important informative function. 

1 hird, the present report deals in a sc^mewhat summary manner with some 
aspects of financing schooling for children with special needs. This topic requires 
particular attention and comment here. The present report pursues at greater 
length three approaches to equalization—of the tax bases for education, of per 
capita expenditures and of physical inputs such as teacher services. However, 
such measures fall far short of the demand to provide an equally effective education 
for all the different and often greater needs ot-many groups of children. Thus^ 
along with general measuj:t$. Including financial ones, aimed at equalising, oppor- 
tunity governments have also increasingly provided extra resources for children 
with special nee^. A number of countries view the demand to continue in this 
direction as the current major challenge to natiohft! educational policy, and a 
comparative study that took this as its central theme could be of greatest utility 
at the present juncture. , ' ^ ^ ^ . 

However, the present report well illustrates that the value bf an inter-country 
study lies in the opportunity it affords to deal with underlying principles. Thus, 
.while a general notion of "handicapped" is often used to define children with 
special educational needs, this term should be recognised as an aspect of a more 
general differentiation among school populations. The general principle is that 
policies arc being directed toward school populations which are differentially 
recognised for euticational purposes and for whom higher levels ^md different, 
modes of financing are required. A w^iole range of school populations, however 



they are delineated by country authorities, according to various social, cultural, 
Unguistic, racial, ethnic, geographic, physical and pental characteristics, arc the 
subjects of special educational attention. A new comparative study could usefully 
follow the precedent established in the present report to examine the general 
principles in this field in which policy is related to finance. 

Finally, it has been rccognifcd in this report that financing instruments may 
not of themselves be the major means for effectuating policy but that they may 
provide a key element along- with other instruments in the larger organisational 
context. Therefore it is suggested that in future enquiries this organisational 
cotptext be made more explicit, 
f 
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